SPECIAL INSPECTOR GENERAL REPORT TO THE UNITED STATES CONGRESS

N |"_!=|_m|_11|- il I‘_ j

- -

;.::'. E -= b |
2 'y = s
o '_ E . memm

s i

= ’ = - = " 2 ‘.
il p— e :
o, e e
p g v
e — ¢ -z e 1 S ——
; oy mrsay ’ t' . _'"_" y - "':: Lt e
B A T .’g—'-u-— e e -

- RS — — - R "I'I“" R,

 OPERATION
ATLANTIC RESOLVE

INCLUDING U.S. GOVERNMENT ACTIVITIES RELATED TO

UKRAINE

APRIL 1, 2024-JUNE 30, 2024




On the cover: U.S. President Joseph R. Biden, Jr. hosts a bilateral meeting with Ukrainian President Volodymyr Zelenskyy in Paris,
France, on June 7. (DoD photo)



We are pleased to present this Special Inspector General (Special IG) report to Congress on Operation
Atlantic Resolve (OAR). This report discharges our quarterly reporting responsibilities pursuant to
Section 1250B of the National Defense Authorization Act for 2024 and Lead IG reporting responsibilities
under 5 U.S.C. 419.

Section 1250B states that no later than 45 days after the end of each fiscal quarter, the Special IG for
OAR shall submit to Congress a report summarizing U.S. funding, programs, and operations for Ukraine.

This report also discusses the planned, ongoing, and completed oversight work conducted by the DoD,
State, and USAID Offices of Inspector General (OIG), as well as the other U.S. oversight agencies that
coordinate their activities through the Ukraine Oversight Interagency Working Group.

This report addresses the following topics specified in Section 1250B:

« USEUCOM operations and related support for the U.S. military: pages 27-30
+ Security assistance to Ukraine and other countries affected by the war: pages 30-46

+ Economic assistance to Ukraine and other countries affected by the war: pages 46-48, 52-58,
62-65

+ Humanitarian assistance to Ukraine and other countries affected by the war: pages 65-74

« Operations of other relevant U.S. Government agencies involved in the Ukraine response:
pages 94-97

+ Description of any waste, fraud, or abuse identified by the Special IG: pages 123-135
+ Status and results of investigations, inspections, and audits: pages 123-135
+ Status and results of referrals to the Department of Justice: pages 145-146

« Adescription of the overall plans for review by the OIGs of such support of Ukraine,
including plans for investigations, inspections, and audits: pages 143-144
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A Romanian Air Force pilot flies an F-16 fighter during
a joint training mission between the Alabama National
Guard and Romania. (U.S. Army National Guard photo)
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The Arc Integrity Vehicle Carrier vessel lifts the roll-on roll-off ramp in the
port of Kemi, Finland, as DEFENDER 24 closes out. (U.S. Army photo)

EXECUTIVE
SUMMARY

Operation Atlantic Resolve (OAR) is the U.S. contingency operation
to deter Russian aggression against NATO and to reassure and
bolster the alliance in the wake of Russia’s 2022 full-scale invasion
of Ukraine. OAR also includes security assistance activities in
support of Ukraine.!

Congress has appropriated more than $174 billion in
supplemental funding for the U.S. Ukraine response. On

April 24, President Joseph R. Biden, Jr. signed into law the Ukraine
Security Supplemental Appropriations Act, 2024, a $61 billion aid
package for further support to Ukraine and the broader response

to Russian aggression in Europe. This includes funding to provide
weapons to Ukraine, to replenish DoD stocks already transferred to
Ukraine, and to support an enhanced DoD presence in Europe.?

The Ukrainian Armed Forces (UAF) continued to ask for
donations of munitions, while certain types of ammunition that
are no longer produced or sourced by the United States have
run critically low.? Projected ammunition donations are sufficient
for near-term objectives but may not support mid-term offensive
goals. The current level of donations for artillery systems will not
meet the UAF reconstitution and force generation requirements.*
The supplemental appropriations since 2022 included a total of
$6.3 billion for Foreign Military Financing (FMF) for Ukraine and
countries impacted by the Russian full-scale invasion of Ukraine,
which allows recipients to purchase U.S.-made defense materials and
related training.’

Russian forces launched a new offensive in the Kharkiv region
though the overall front line remained largely stable.® The UAF
used U.S.-supplied artillery and rocket systems to target Russian
assets, including in Russian-occupied Crimea and just over the
border from Kharkiv.” Russian forces and the UAF also continued to
strike energy infrastructure within each other’s territory.?
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NATO concluded Steadfast Defender 24, the largest series of military exercises in
Europe since the end of the Cold War.? The exercise included approximately 90,000 troops
from all 32 NATO countries, including the newest NATO member countries, Finland and
Sweden.!” The exercise sought to demonstrate NATO’s ability to defend the sovereign
territory of its members and the commitment by NATO allies to protect each other with
collective self-defense.!! The exercise demonstrated the ability of U.S. and partner forces

to operate jointly in Europe, while addressing the challenges inherent in coordinating large,
complex, and multinational military operations.'?

The United States and partner countries moved to seize Russian sovereign assets
outside of Russian control and transfer them to Ukraine for reconstruction. The
Rebuilding Economic Prosperity and Opportunity for Ukrainians Act, enacted on April 24,
authorizes the President “to seize, confiscate, transfer, or vest any Russian aggressor state
sovereign asset, in whole or in part, and including any interest or interests in such assets.”'®
The United States, members of the G7, and other nations supporting Ukraine are forming
plans to deploy the assets for Ukraine’s benefit.'

The U.S. Government expanded sanctions as Russia and its allies developed evasion
strategies. The sanctions aim to disrupt and hinder sanctions evasion, State said, and target
individuals, financial institutions, and other corporations in multiple countries, including
Russia, Belarus, and the People’s Republic of China (PRC).!’ State expressed particular
concern for the “scale and breadth” of the PRC’s exports of dual-use goods, which can

have military as well as civilian uses, to Russia.'® In April, the United States and the United
Kingdom announced a new ban on the importation of Russian-origin metals, specifically
aluminum, nickel, and copper.!” State also applied sanctions on two Russian mining-industry
corporate networks, which are significant players in Russia’s metallurgical coal and gold
mining industries. "
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Spanish and Polish
Leopard tanks,
French Leclerc tanks,
U.S. Army Abrams
tanks, as well as
other military
vehicles from Tiirkiye
and Slovakia, line up
in a covered areain
Poland. (NATO photo)



The U.S. Government and international partners deepened efforts to strengthen anti-
corruption institutions in Ukraine and the broader region. State’s Bureau of International
Narcotics and Law Enforcement Affairs, the Department of Justice, and the Federal Bureau
of Investigation delivered training and technical support across Ukraine’s anti-corruption
agencies to strengthen their independence and capabilities, and provided training and
equipment on digital forensic methods, criminal uses of cryptocurrency, organized crime,
and other priority areas.!” State also took further steps to support Ukraine’s war-related
investigations and prosecutions.?’ State signed an agreement with the Organisation for
Economic Cooperation and Development to support and strengthen Ukraine’s capacity to
fight foreign bribery in international business through enhanced legislation and enforcement
structures.?!

USAID continued to provide support to small and medium enterprises in Ukraine.
This assistance supported industries including agriculture, furniture, wood processing,
information technology, light manufacturing, and apparel.? Since February 2024, USAID has
provided support to approximately 26,600 small and medium enterprises to generate revenue
for the Ukrainian government and create additional employment.?

U.S. President

Joseph R. Biden, Jr. Security restrictions limited in-person site visits and other monitoring of
hosts a meeting with U.S. assistance to Ukraine.” Given these restrictions, USAID reportedly prioritized third-
Ukrainian President s .- - L. Iy . 25
Volodymyr Zelenskyy party monitoring visits for rapid expansion in order to perform critical oversight.>> However,
in Paris, France, on only one USAID activity was covered by third-party monitoring mechanism during the
June 7. (DoD photo) quarter while five others were in the process of implementing third-party monitoring.*
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OPERATION ATLANTIC RESOLVE
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MISSION UPDATE

U.S. Airmen load pallets of ammunition onto a
contracted aircraft bound for Ukraine at Travis Air
Force Base, California. (U.S. Air Force photo)
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U.S. Army Infantry
Soldiers participate
in a force training
exercise near Tapa,
Estonia. (U.S. Army
photo)

MISSION UPDATE

Operation Atlantic Resolve (OAR) is the U.S. Government’s operation in and around the
U.S. European Command (USEUCOM) area of responsibility to deter Russia’s aggression
against NATO and to reassure and bolster the alliance in the wake of Russia’s February 2022
invasion of Ukraine. In addition, OAR also includes security assistance activities in support
of Ukraine.”’

OAR is part of the broader U.S. policy agenda and activities to respond to Russia’s
continued aggression against Ukraine. The U.S. Government’s Integrated Country Strategy
for Ukraine, updated in August 2023, outlines five mission goals for the U.S. Embassy

in Kyiv. (See Table 1.) This strategy details specific objectives related to U.S. security,
development, humanitarian assistance activities, and U.S. Embassy operations.

Table 1.
U.S. Mission Goals in Ukraine

Win the War: Ukraine effectively uses security, humanitarian, economic, and diplomatic tools to
prevail on the battlefield and set conditions for a just and lasting peace.

Win the Future: Ukraine strengthens its civil society and democratic and economic institutions
and implements anti-corruption, justice sector, and corporate governance reforms to achieve
sustainable momentum toward Euro-Atlantic integration to win a secure and just future that
delivers prosperity for all its citizens.

Hold Russia Accountable: Ukraine and its allies hold Russia and its enablers accountable for war
crimes and damage to Ukraine.

Account for U.S. Taxpayers: Ensure U.S. assistance is spent as intended, with oversight and
accountability.

Rebuild the U.S. Mission in Ukraine: Bring back staff and rebuild the embassy platform to ensure
proper execution of administrative objectives and rebuild the parts of the embassy destroyed at its
closure in February 2022.

Source: State, website, “Integrated Country Strategy: Ukraine,” 8/29/2023; State, vetting comments, 4/29/2024 and 8/7/2024.
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As of the end

of this quarter,
since February
2022 the U.S.
Congress had
appropriated
more than
$174.19 billion
in supplemental
funding for the
U.S. response to
Russia’s full-
scale invasion
of Ukraine.

FUNDING

As of the end of this quarter, since February 2022 the U.S. Congress had appropriated more
than $174.19 billion in supplemental funding for the U.S. response to Russia’s full-scale
invasion of Ukraine. This includes security, direct budget, development, and humanitarian
assistance to Ukraine; security assistance for NATO allies and other partner nations; funding
to support enhanced U.S. military presence and activity in Europe; and replenishment of U.S.
and other nations’ military stocks transferred to the UAF.?®

President Biden signed the fifth supplemental appropriation for Ukraine into law on

April 24, 2024. Enacted as part of a larger national security funding bill, this legislation
provides nearly $60.78 billion for the U.S. Government’s Ukraine response, of which more
than $48.43 billion will be administered by the DoD, nearly $11.62 billion by State and
USAID, and approximately $0.73 billion by other U.S. Government agencies.”’ (See

Figure 1 and Table 2.) Additional U.S. Government funding for the Ukraine response has been
provided through the annual U.S. Government agency appropriations acts.>

The U.S. Government provides security assistance to Ukraine and regional partners through
a wide range of programs and authorities. Below are some of the major programs funded
through the Ukraine supplementals:

Presidential Drawdown Authority (PDA): PDA is not a funding source but rather an
authority that allows the President to provide military assistance from existing defense
articles in the DoD’s stocks, subject to a statutory cap.’' The statutory limit for PDA is
Figure 1.

FY 2022-FY 2024 Ukraine Supplemental Appropriations
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$100 million worth of weapons and equipment transferred worldwide per year.*> However,
in response to Russia’s 2022 invasion of Ukraine, Congress increased the caps on PDA to

$11.00 billion for FY 2022, $14.50 billion for FY 2023, and $7.80 billion for FY 2024 in As of the end of

the Ukraine supplemental appropriations acts, providing $33.30 billion in cumulative PDA the quarter, the

through June 30.% DoD reported
more than

As of the end of the quarter, the DoD reported more than $24.75 billion in PDA drawdowns $24.75 billion in

for FY 2022 through FY 2024.3* The DoD notified Congress in 2023 that it had overvalued PDA drawdowns

previously reported PDA by more than $6.23 billion, and it has since applied more than for FY 2022

$3.32 billion of this recovered PDA authority for PDAs 44 through 56, announced from through FY 2024.

August 14, 2023, through April 24, 2024.% Annual PDA drawdowns net of recovered
authority did not exceed each fiscal year cap.>® During the quarter, the DoD OIG issued
an audit of the DoD’s revaluation of the PDA support, which identified an additional
$1.91 billion overvaluation in previously announced PDAs.%’

Ukraine Security Assistance Initiative (USAI): Congress created the USAI in 2015 as a
funding source for DoD security assistance to Ukraine’s military and other security forces,
including intelligence support, training, equipment, logistics, supplies, and services. The
USALI aims to enhance Ukraine’s ability to defend itself from aggression and defend its
sovereignty and territorial integrity against Russia and Kremlin-backed separatists.*® State
concurrence is required on all USAI notifications before they are sent to Congress.*

As of June 1, 2024, the DoD had obligated approximately $18.23 billion of its
$32.67 billion in supplemental and FY 2022-2024 base USAI appropriations.*°

European Deterrence Initiative (EDI): The EDI was first established in the National
Defense Authorization Act for FY 2015. Originally known as the European Reassurance
Initiative, it provides funding to support five lines of effort: increased presence; exercises and
training; enhanced prepositioning; improved infrastructure; and building partner capacity.
Between 2015 and 2023, EDI funding supported more than $30 billion in requirements to
enhance the United States’ ability to deter aggression against NATO and to respond should
deterrence fail.*!

Starting in FY 2022, EDI funding transitioned from the former Overseas Contingency
Operation budget to the base budget. The EDI does not provide centralized funding in a
separate account. Recognizing this transition from Overseas Contingency Operation to

base funding, in February 2023, the DoD provided guidance to all DoD components for
continuing to capture EDI-associated investments in their base budgets that align with the
original five lines of effort. EDI-associated activities and investments are funded through the
DoD’s base budget rather than the Ukraine supplemental funds.*

Since FY 2022, Congress has authorized approximately $11.64 billion in DoD appropriations
for EDI, of which the DoD had obligated approximately $7.43 billion as of June 1, 2024.4

Foreign Military Financing (FMF): Under the FMF program, the U.S. Government provides
funding to facilitate a partner nation’s purchase of U.S. defense articles.** FMF funds do not
belong to the recipient nation but rather are executed by U.S. Government agencies, and the
funded items are transferred to the recipient country.*
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MISSION UPDATE

Table 2.

U.S. Appropriations to Support Ukraine and the Response to its Invasion by Russia in the Five Ukraine
Supplemental Appropriations Acts, FY 2022 to FY 2024, in $ Millions

FY 2022 FY 2023 FY 2024

Funds Appropriated by Agency and Account

Military Personnel (MILPERS) $195.50 $15.05 $122.75 $91.73 $238.19 $663.22
Operation and Maintenance (O&M), Military Services 1,753.71 2,629.37 1,391.57 4,495.78 6,312.95 16,583.38
Operation and Maintenance (O&M), Defense-Wide

Ukraine Security Assistance Initiative (USAI) — 6,000.00 3,000.00 9,000.00 13,772.46 31,772.46

Available for Transfer to Other Accounts for Replacement of

Defense Articles and Reimbursement of Defense Services 3,500.00 9,050.00 1,500.00 11,880.00 13,414.43 39,344.43

Other O&M, Defense-Wide 311.58 206.82 213.54 280.74 743.89 1,756.58
Procurement 227.95 1,174.06 1,443.82 1,780.37 13,306.92 17,933.12
Research, Development, Test, and Evaluation (RDT&E) 130.35 413.62 136.31 318.96 633.38 1,632.61
Defense Working Capital Funds (DWCF) 409.00 0.97 — — - 409.97
Office of Inspector General (OIG) — — 2.00 6.00 8.00 16.00
All Other - 613.90 - 14.10 - 628.00
Department of Defense, Total 6,528.09 20,103.79 7,810.00 27,867.67 48,430.23 110,739.78
Diplomatic Programs (DP) 125.00 190.00 — 147.05 60.00 522.05
Capital Investment Fund (CIF) - 10.00 — — — 10.00
Office of Inspector General (OIG) 4.00 4.00 — 5.50 8.00 21.50
Embassy Security, Construction & Maintenance (ESCM) — 110.00 — — — 110.00
International Narcotics Control and Law Enforcement (INCLE) 30.00 400.00 — 375.00 300.00 1,105.00
Migration and Refugee Assistance (MRA) 1,400.00 350.00 — 1,535.05 = 3,285.05
Nonprolif., Antiterrorism, Demining & Related (NADR) — 100.00 — 105.00 100.00 305.00
Operating Expenses (OE) 25.00 17.00 — 5.00 39.00 86.00
Office of Inspector General (OIG) 4.00 1.00 — 8.00 10.00 23.00
Economic Support Fund (ESF) 647.00 8,766.00 4,500.00 12,966.50 7,899.00 34,778.50
Assistance for Europe, Eurasia, and Central Asia (AEECA) 1,120.00 — — 350.00 1,575.00 3,045.00
Foreign Military Financing (FMF) 650.00 4,000.00 — 80.00 1,600.00 6,330.00
International Disaster Assistance (IDA) 2,650.00 4,348.00 — 937.90 — 7,935.90
Transition Initiatives (TI) 120.00 — — 50.00 25.00 195.00
Department of State and USAID, Total 6,775.00 18,296.00 4,500.00 16,565.00 11,616.00 57,752.00
Department of Health and Human Services (HHS) - 954.00 — 2,400.00 481.00 3,835.00
Department of Treasury (TREAS) 61.00 702.00 — - — 763.00
Department of Energy (DOE) 30.00 — 35.00 426.30 247.46 738.76
Department of Agriculture (USDA) 100.00 20.00 — 55.00 = 175.00
Department of Justice (DOJ) 59.40 67.00 — — — 126.40
U.S. Agency for Global Media (USAGM) 25.00 — — - — 25.00
Department of Commerce (DOC) 22.10 — — — — 22.10
Government Accountability Office (GAO) — — — 7.50 — 7.50
Nuclear Regulatory Commission (NRC) - 2.00 — - — 2.00
National Security Council (NSC) and Other* - 0.17 0.50 1.08 2.00 3.75
Other U.S. Government Agencies, Total 297.50 1,745.17 35.50 2,889.88 730.46 5,698.50
TOTAL FUNDING $13,600.59  $40,144.97  $12,345.50  $47,322.55  $60,776.67  $174,190.27

Notes: Numbers have been rounded. *Appropriations to the National Security Council and Homeland Security Council of $1.00 million, the Intelligence Community Management Account of

$2.58 million, and the Legislative Branch of $0.17 million. DoD OIG notes that not all Ukraine supplemental appropriations presented above are intended for assistance to Ukraine or the broader response
to the Russian invasion of Ukraine. The annual appropriation acts have also funded assistance to Ukraine and the response to its invasion by Russia. Appropriations for the Critical Munitions and
Acquisitions fund under the Defense Production Act of $600.00 million and Defense Health Program of $28.00 million.

Sources: DoD OIG analysis of Ukraine supplemental appropriation acts, consisting of Pub. L. No. 117-103, Division N, 3/15/2022; Pub. L. No. 117-128, 5/21/2022; Pub. L. No. 117-180, Division B, 9/30/2022;
Pub. L. No. 117-328, Division M, 12/29/2022; and Pub. L. No. 118-50, Division B, 4/24/2024; OSD(C), vetting comment, 8/9/2024.



Table 3.
Detailed OAR and Ukraine Funding Data

Further details about the use of Ukraine Supplemental, EDI, and other State and USAID funding can
be found in the appendixes:

Appendix E « DoD Execution of the First through Fifth Ukraine Supplemental Funds

DoD Funding » DoD Execution of European Deterrence Initiative (EDI) Funding

« DoD Execution of Base Budget to Support Ukraine

Appendix F « Ukraine Supplemental Appropriations Available to the Department of State
State and U.S. N . .
Agency for Global Application of State Ukraine Supplemental Assistance Funds
Media Funding + Administration of Foreign Affairs Funds
« U.S. Agency for Global Media Supplemental Funding
Appendix G « USAID Development Funding Related to Ukraine

bl e » USAID Humanitarian Assistance Funding Related to Ukraine

The Ukraine supplementals appropriated a total of $6.33 billion for FMF for Ukraine and
other countries affected by the war through June 30, 2024 # These funds allow recipients to
purchase U.S.-made defense materiel and U.S.-provided training. According to State data
on FMF programming, as of June 2024, State had obligated $4.4 billion of the FMF funds
appropriated in the Ukraine supplementals, including more than $1.7 billion for Ukraine.*’
Most of the remainder was obligated to countries in Europe, though two countries outside
the region, Taiwan and Zambia, received some funding for helicopters and unmanned aerial
systems (UAS).*

PERSONNEL

During the quarter, approximately 7,800 U.S. Service members from the U.S. Army Europe
and Africa and an estimated 300 U.S. Service members from the U.S. Air Forces in Europe
directly supported OAR. In total, there are approximately 80,000 U.S. Service members in
the USEUCOM area of responsibility.*

Staffing and Movement Restrictions Continue to Challenge
Embassy Operations in Kyiv

Staffing Cap: Given the security and logistical constraints in Ukraine, State and the

U.S. Embassy in Kyiv have a staffing cap that limits the number of U.S.-based and third-
country national staff, some third-party contractors, and official visitors who may be in
Ukraine for multi-day durations.>

Despite a significant increase in the staffing cap in January 2024, staffing remained a
challenge this quarter.’' State said that the high number of embassy employees in country for
short periods of time created significant turnover, detracted from building a sustainable work
culture and developing host-nation contacts, and presented logistical support challenges.
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In January, the
embassy, in
consultation
with State’s
Bureau of
Diplomatic
Security,
adopted an
expanded
movement
zone within
which embassy
leadership
could approve
movements
outside but near
Kyiv without
Washington
clearance.

These impacts were especially observed in DoD programs.®> DoD elements were often
unable to maintain full coverage of their standard portfolios and could only provide limited
administrative and logistics support for DoD activities.*

In June, State approved a 35 percent increase to the staffing cap.’* Most of the increase
derived from authorizing additional DoD personnel at the embassy.”® The remaining
requested positions were for security and management support staff that were needed, in part,
to account for additional requirements deriving from the increased DoD staffing levels.3

Hiring: Due to large-scale migration, military conscription of the labor force, and
deteriorating security conditions, it has been difficult to hire expatriate or local nationals to
fill key positions for roles at USAID and with implementing partners.>’ Across the embassy,
it has also been difficult to provide competitive compensation for locally employed staff, in
part due to the shortages of professional staff. Ukrainian professionals have the option to
work elsewhere in the European Union under temporary protected status.*®

Movement Restrictions. Travel for embassy staff in country is dependent on security
conditions, resource availability and, increasingly, is postponed due to visits by high-level
staff. In January, the embassy, in consultation with State’s Bureau of Diplomatic Security,
adopted an expanded movement zone within which embassy leadership could approve
movements outside but near Kyiv without clearance from State headquarters.” Movements
related to diplomatic engagement and program monitoring increased significantly in March
and April following the cap increase and new movement policy.® However, the number of
movements for diplomatic and program engagement decreased in May, likely due to a large
increase in movements for high-level officials that visited Ukraine that month, including the
Secretary of State, the U.S. Special Representative for Ukraine’s Economic Recovery, and a
Congressional delegation, according to State.®!

Figure 2.

Number of Embassy Kyiv Personnel Movements for Diplomatic and Program
Engagement and High-level Visitors
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During the quarter, embassy staff made 58 movements in and around Kyiv, and 38
movements in central and western Ukraine, mostly to Lviv.®* DoD personnel conducted
movements to two locations requiring State headquarters approval: an engagement-related
event in Odesa in April and a high-level visit to Dnipro in May.** (See Figure 2.)

In late May, State issued a new, updated movement policy and procedures that allow the

U.S. Embassy in Kyiv to approve movements without review from Washington in two zones:

in and around Kyiv and in central and western Ukraine.** Movements to locations controlled
by Ukraine but near combat areas, such as in Odesa, Dnipro, and Mykolaiv, may occur, but
they will still require approval from State headquarters.®* Movements to locations in Ukraine
occupied by Russia are not authorized.%

This quarter, USAID reported that it was in the process of procuring a Partner Security
Liaison Operations platform to be the hub for USAID implementer security incident
reporting in Ukraine.’” USAID modified current awards to include incident reporting
requirements, which will be triggered upon the award of the Partner Security Liaison
Operations contract.®® According to USAID, its implementers are in ongoing communication
with their respective mission points of contacts regarding security conditions that may affect
implementation of USAID-funded programs.*

OVERSIGHT OF OAR AND THE UKRAINE
RESPONSE

The DoD, State, and USAID OIGs have long-established field officesand personnel in
Europe to support audits, evaluations, and investigations of activities related to OAR and
the U.S. response to Russia’s full-scale invasion of Ukraine. (See Table 4.) This preexisting
footprint in Europe means that the OIGs have deep familiarity with U.S. Government
programs and activities in Europe, including past oversight work on assistance to Ukraine,
and established connections with program personnel.

Since June 2022, oversight organizations from across the U.S. Government have
coordinated their activities through the Ukraine Oversight Interagency Working Group.

The working group follows a proven interagency oversight model—the Lead Inspector
General framework—that the U.S. oversight community employs for overseas contingency
operations in Afghanistan, Iraq and Syria, and other locations across the globe. While not all
agencies that participate in the working group were actively conducting oversight related to
Ukraine assistance as of the publication of
this report, each has equities related to the
broader U.S. Government response effort.
The Working Group ensures open lines of
communication and situational awareness
across department and agency boundaries

Table 4.

to ensure that all areas of the broader effort DoD OIG More than 200
receive apprqpngte oversight coverage and State OIG More than 100
to avoid duplication of effort.

USAID OIG Dozens
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Since June
2022, oversight
organizations
from across the
U.S. Government
have
coordinated
their activities
through

the Ukraine
Oversight
Interagency
Working Group.

OIG Staff Focused on OAR and Ukraine Assistance Oversight

Total Staff Staff Presence in Europe

30 in Europe, including 4 in Kyiv
11in Germany and 5 in Kyiv

12 in Germany and 6 in Kyiv



Table 5.
Details on Oversight Activity

Further details about completed, ongoing, and planned
work by the DoD OIG, State OIG, USAID OIG, and partner
agencies can be found in the appendixes:

Appendix H Completed Oversight Projects
Appendix | Ongoing Oversight Projects
Appendix J Planned Oversight Projects

Appendix K Investigations and Hotline Activity

The DoD, State, and USAID OIGs have signed several
memorandums of understanding (MoU) with Ukrainian
counterparts, including the National Anti-Corruption
Bureau of Ukraine (NABU) and the Specialized Anti-
Corruption Prosecutor’s Office (SAPO), to formalize
information sharing in support of criminal investigations
and oversight work.

The DoD OIG signed an MoU in June with the European
Anti-Fraud Office that formalizes operational and
investigative cooperation and information exchange
between the two oversight organizations. The DoD OIG also
has MoUs with Ukrainian counterparts, including NABU,
SAPO, the Ukrainian MoD Main Inspectorate, the State
Bureau of Investigations, and the Ukrainian National Police.

The State OIG also maintains MOUs with oversight bodies within UN agencies participating
in the Ukraine response, including the Office of the UN Refugee Agency (UNHCR) and the
International Organization for Migration (IOM).

The USAID OIG has a longstanding information-sharing relationship with the European
Anti-Fraud Office in addition to its relationships with oversight counterparts within the UN
World Food Programme, World Health Organization, World Bank, and other bilateral and
multilateral organizations implementing programming in Ukraine.

The Director of the
European Anti-Fraud
Office and the DoD IG
sign a memorandum
of understanding

to further increase
cooperation in
combating fraud and
corruption related
to Ukraine support.
(DoD OIG photo)
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Tennessee National Guardsmen fire a rocket from a
High Mobility Artillery Rocket System (HIMARS) as
part of a combined arms exercise in Bulgaria.

(U.S. Army National Guard photo)

SECURITY

ASSISTANCE

19 Status of the War

27 Regional Deterrence

30 Support to Ukrainian Forces
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SECURITY ASSISTANCE

The United States provides security assistance to Ukraine and other European nations under
OAR and, in some cases, programs funded and managed by State.

The full scope of the OAR mission and related mission goals is classified. OAR began as a
U.S. European Command (USEUCOM) effort to provide rotational deployments of combat-
credible forces to Europe in the wake of Russia’s 2014 invasion of Crimea.” Since Russia’s
full-scale invasion of Ukraine in February 2022, the OAR mission has evolved in line with

U.S. policy objectives. The most recent mission statement is outlined in a classified Execute U.S. Army Soldiers
Order dated August 31, 2023. load into a CH-47

Chinook helicopter
The current OAR strategic objectives maintain an emphasis on NATO-wide collective during an exercise
security and deterrence capability.”” The Integrated Country Strategy for Ukraine outlines ::rtf?;:?:i?nklgr d
further objectives for Ukraine to strengthen its military and non-military security capability. (U.S. Army Reserve
(See Table 6.) photo)
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Table 6.
U.S. Goals Related to Security

OAR Strategic Objectives

Support NATO and assure NATO allies in Eastern Europe of U.S. commitment to collective security.
« U.S. efforts to support NATO-led activities in Eastern Europe.
« NATO allies in Eastern Europe are assured of U.S. commitments to collective defense.

Develop combined defensive and offensive capabilities of the U.S. and Eastern European NATO allies.

« U.S.and Eastern allies demonstrate interoperable military capabilities.

Russia is deterred from aggression against Eastern European NATO members.
» Russia perceives NATO as a credible alliance committed to the security, territorial integrity, and sovereignty of its members.

+ Russia perceives U.S. commitment to the NATO alliance and its mission to defend the security, territorial integrity, and
sovereignty of its members.

« Russia is dissuaded from taking offensive (overt or covert) actions against NATO member states.

Integrated Country Strategy

Ukraine leverages existing partnerships and establishes new ones to ensure continued supplies of military and security
assistance and provision of training for new military capabilities.

Ukraine has the tools to protect civilians and critical infrastructure, including the energy grid, heating, cyber networks,
media environment and information space.

Source: USEUCOM, response to DoD OIG request for information, 24.2 OAR 007, 4/3/2024; State, “Integrated Country Strategy-Ukraine,” 8/29/2023.

STATUS OF THE WAR

UAF Blunts Russian Advances but Loses Territory

During the quarter, the Ukrainian Armed Forces (UAF) continued to defend against Russian
military advances in the Kharkiv, Luhansk, and Donetsk regions. Russian forces continued to
prioritize capturing the Donetsk region and achieved incremental territorial gains.”

On May 10, Russian forces initiated new offensive operations around Kharkiv according to
the Defense Intelligence Agency (DIA). Russian President Vladimir Putin and other Kremlin
officials have frequently promoted establishment of a buffer zoneto protect Russian territory
from Ukrainian strikes.”

The Kharkiv offensive was a test for the UAF, forcing the Ukrainian forces to reinforce
Kharkiv at the expense of other regions, according to the DIA.” However, the UAF has
limited Russia’s Kharkiv offensive to within a few miles of Russian-controlled areas, with
heavy Russian losses. Fighting along a stabilized frontline has concentrated in the directions
of Vovchansk, Lyptsi, and Starytsia.”

The UAF also used U.S.-supplied artillery and rocket systems to target Russian assets inside
Russia, near the border with Kharkiv.”” In May, President Biden authorized Ukraine to use
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e
UKRAINE CONFLICT TRENDS

During the quarter, the front lines of the conflict remained mostly unchanged and attacks continued at a similar pace.
Neither side reported any significant gains. According to data compiled by the Armed Conflict Location and Event Data
Project (ACLED), the share of air and drone attacks did not meaningfully change, while armed clashes increased.

Attacks by Quarter and Type, February 24, 2022-June 30, 2024
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The DIA reported
that as of the
end of the
quarter, Russia
retained enough
reserves to
maintain its
buffer zone
operation but
not enough

to threaten a
deeper advance
into Ukrainian-
held territory,
such as Kharkiv
city.

certain types of U.S.-provided weapons to strike military targets inside Russia if Russia

is attacking or about to attack from its territory into Ukraine.” U.S. policy with respect

to prohibiting the use of Army Tactical Missile Systems (ATACMS) or long-range strikes
inside of Russia has not changed. The Office of the Undersecretary of Defense for Policy
(OUSD(P)) stated that all evidence, including bilateral dialogue at the leadership level
suggests that Ukraine continues to abide by its previous commitments regarding employment
of U.S. weapons into Russian territory.”

The DIA reported that as of the end of the quarter, Russia retained enough reserves to
maintain its buffer zone but not enough to threaten a deeper advance into Ukrainian-held
territory, such as Kharkiv city.® Russia is deliberately exploiting its quantitative advantage
to exhaust Ukraine. Russia’s current pace of offensives is designed to seize additional
Ukrainian territory, especially in Donetsk, albeit at high personnel and equipment costs, the
DIA stated.®!

The UAF continued to suffer heavy attrition rates and lack sufficient capabilities and
munitions—particularly artillery, air defense, and long-range strike capabilities—to
overcome Russia’s air and ground advantages. As of June, U.S. munitions began arriving

on the front line.®> However, this aid almost certainly will remain insufficient to match or
overcome Russia’s daily fire rate of 10,000 artillery rounds, the DIA stated. Ukraine probably
remains capable of continuing defensive operations but not conducting large-scale counter-
offensives for at least the next 6 months, according to the DIA %

Russia Threatens Retaliation After UAF ATACMS Strikes
in Crimea

During the quarter, the UAF used U.S.-provided ATACMS to strike Russian air defenses
in Crimea.?* Russian forces lost several of their most advanced S-400 missile systems as a
result of the strikes.%

The ATACMS strikes, along with UAF use of U.S.-provided High Mobility Artillery Rocket
Systems (HIMARS) have required Russian forces to reinforce their air defense systems.
Following the Crimea attacks, Russian forces deployed their most advanced air defense
system, the S-500, to protect the Kerch Strait Bridge, the DIA stated.’ The S-500 system

has not yet been demonstrated to be fully operational in Ukraine, which DIA views as an
indication of Russia’s struggle to provide adequate air defense of Crimea. Russian forces have
also redeployed several of their S-400 assets from Crimea to Belgorod to protect Russian
assets from UAF HIMARS, which can now strike Russian air defenses in Belgorod.®’

Despite these losses, the DIA said, Russia’s S-400 and overall integrated air defense
system remains one of the most advanced in the world. Russia continues to use unmanned
aerial systems (UAS) for surveillance and to inform front line soldiers of changes in the
battlespace, the DIA stated.®®

On June 23, UAF ATACMS struck Russia’s Center for Long-Range Space Communications
in Crimea.® Russia claimed that at least four people died and 151 were injured in the attack.
Russia blamed the attack on the United States and formally warned the U.S. ambassador to
Russia that retaliation would follow, according to media reporting.*
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Ukraine Targets Russia’s Black Sea Fleet

Since the annexation of Crimea in 2014, Russian forces have sought to undermine the UAF
maritime forces and block exports of Ukrainian agricultural products via ports on the Black
Sea. Ukraine estimated that it lost 80 percent of its fleet after the occupation of Crimea, but it
has since rebuilt its capability to defend ports and shipping lanes.’!

The DIA reported that during the quarter, the UAF conducted up to five successful strikes
against Russian Navy and other maritime-related assets, resulting in Russia continuing

to shift its naval operations from Sevastopol, Crimea to Novorossiysk, Russia, for force
preservation.”

* On April 21, a Ukrainian missile attack caused a fire aboard the Black Sea Fleet’s
Kommuna-class rescue ship in Sevastopol Bay, probably causing superficial and
temporary damage.”

* On May 5, Ukraine claimed to have destroyed a Russian Coast Guard Mangust-class
patrol boat in northwest Crimea using Magura uncrewed surface vessels (USVs).*

* On May 18, a Ukrainian ATACMS miissile strike on Sevastopol sank the Uragan-class
corvette Tsiklon.”

* On May 30, Ukraine claimed to have destroyed two Russian Coast Guard Tunets-class
patrol boats in northwest Crimea using Magura USVs. Also on May 30, a Ukrainian
missile strike damaged two ferries supporting road and rail transit across the Kerch
Strait.”

In July, Russia’s Black Sea Fleet departed Crimea.”” According to the DIA, aside from the
Russian Navy’s Black Sea Fleet, the broader Russian military effort along the front line
remains largely unaffected by these Ukrainian naval strikes.”®
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Ukrainian Navy
ships UKS Cherkasy
and UKS Chernihiv
docked at King
George V Docks in
Glasgow, Scotland,
on June 23. (DoD
photo)



Table 7.

Equipment and Training Support to the UAF Maritime Forces During the Quarter

N == ===

Maritime Flotilla .
Mine counter measure
operations

Marine Corps .
Riverine Flotilla .
Naval aviation .
Coastal Missile .
Brigade

Unmanned underwater vehicles (requested,
no timeline for delivery) -eight of nine current
vehicles are in the U.K. for maintenance

Amphibious capable personnel carriers
(UK-delivered)

Small rigid hull inflatable “Zodiac” boats
(requested)

3 riverine command boats, 12 riverine assault
boats, 22 riverine patrol boats (scheduled
delivery throughout 2024)

CB-90 fast assault crafts (Sweden- scheduled
July/August 2024)

Unmanned aircraft to improve ISR (requested)

Sea King helicopters (pledged by Germany,
no timeline for delivery)

Harpoon, Exocet, RBS-17, and NSM missiles
(requested)

Source: SAG-U, response to DoD OIG request for information, 24.3 OAR 046, 6/27/2024.

« UAF maritime forces requested explosive
ordnance disposal training.

« NATO-level Marine Corps training (Italy/
Netherlands)

+ Plans to establish a training center in
Romania

+ Boat operating training for first-class fast
assault crafts (Sweden)

« Sea survival training (Germany)

UAF Strikes Russia’s Energy Infrastructure

During the quarter, the UAF continued to strike energy infrastructure sites inside Russia. (See
Table 8.) President Volodymyr Zelenskyy indicated in May that Kyiv had every right to strike
Russian oil refineries to force Moscow to halt its attacks against Ukraine’s critical infrastructure.
With Ukraine experiencing growing difficulty in protecting its infrastructure from Russian

air attacks, Kyiv probably views its efforts to target Russian oil as the best means of inflicting
cost with its limited domestic capabilities, according to the DIA.” The Russian military has
conducted large-scale bombardment of Ukraine’s energy production and transmission networks
in response to UAF strikes on Russian energy infrastructure.'® (See page 24.)

On May 17, the UAF launched a large-scale UAS attack on targets in Crimea and the port
town of Novorossiysk on Russia’s southwestern Black Sea coast.!?! Ukraine’s strikes on
Crimea focused on Sevastopol, striking an electricity substation and causing rolling blackouts
in the city.!” Ukraine’s efforts to attack Novorossiysk are of strategic importance, as the city

hosts large-scale seaborne oil export facilities.!®

During the quarter, Russia appeared to partially recover from the damage caused by Ukrainian
strikes earlier in the year. The DIA reported that disruptions to Russia’s refining sector
decreased from a high of 14 percent of overall capacity in April to probably less than

10 percent as repairs were completed at damaged refineries. Russia installed passive-protection
measures at oil refineries in an attempt to mitigate damage from UAS attacks.'®
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Table 8.

Damage to Russia’s National-Level Energy Infrastructure in April-June 2024

m_

Taneco Refinery April 2 Damaged one primary processing unit.
Novobryansk Transformer Station ~ April 19 Extent of damage unknown.

Ilsky Refinery April 26 Damaged auxiliary components
Slavyansk Refinery April 27 Damaged one primary processing unit.
Ryazan Refinery May 1 Damaged one primary processing unit.
Salavat Refinery May 9 Damaged secondary processing unit.
Volgograd Refinery May 12 Damaged one primary processing unit.
Novorossiysk Export Terminals May 17 Damaged storage tanks.

Gaiduk Transformer Station May 17 Damaged a transformer.

Tuapse Refinery May 17 Damaged auxiliary components.
Slavyansk Refinery May 19 Damaged auxiliary components.
Novoshakhtinsk Refinery June 6 Damaged two primary processing units.

Source: DIA, response to DoD OIG request for information, 24.3 OAR 033, 6/27/2024.

As of May 20, Moscow paused the temporary ban on gasoline exports that was initially
implemented in March following a series of Ukrainian strikes on Russian refineries and
unplanned refinery maintenance. Earlier in the year, Russian gasoline and diesel prices
temporarily increased between 20 and 30 percent, prompting Moscow to implement an export
ban to shore up fuel supplies for the domestic market. The pause of the export ban indicates
that Ukraine’s strikes had a temporary and minor effect on domestic prices and no effect on
the availability of fuel for the Russian military and civilian population according to the DIA.!%

Russia Attacks Ukrainian Energy Infrastructure

During the quarter, Russia launched hundreds of missiles and one-way drones, striking
Ukrainian electric grid infrastructure, including substations and energy production facilities
such as the Dnipro Hydroelectric Power Plant.!” Ukraine has taken various measures to
protect its critical infrastructure. However, continued Russian strikes against electrical
facilities, combined with other energy production challenges, have resulted in nationwide
power shortages.'”’

Russia’s spring 2024 attacks have new characteristics and tactics compared to previous
attack patterns.'® Starting in March 2024, attacks primarily struck generation capacity at
hydropower facilities and coal power plants, including the Trypilska power plant, the largest
power facility in the Kyiv region and the main power supplier for three Ukrainian regions.'®
The April 11 missile attack that targeted energy infrastructure across Ukraine destroyed the
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In June,
President
Zelenskyy was
quoted in the
media stating
that Russia had
destroyed half
of Ukraine’s
electricity-
generating
capacity since it
began striking
energy facilities
in late March.

Trypilska facility, causing an electricity blackout for nearly a quarter-million people in the
Kyiv metro region, media reported.!!

In addition, Russia has targeted Ukrainian natural gas storage facilities.!"! In June, President
Zelenskyy was quoted in the media stating that Russia had destroyed half of Ukraine’s
electricity-generating capacity since it began striking energy facilities in late March.!'?
Kharkiv and eastern Ukraine have been the hardest hit.!"* Targeted attacks on Kharkiv’s
energy facilities, including the Kharkiv Central Heat and Power Plant, have resulted in local
residents experiencing regular load-shedding (intentional, managed blackouts), apart from
nation-wide management of power deficits, because local transmission and generation are
limited."*

New Laws in Ukraine Aim to Ready More Forces

In April, President Zelenskyy signed four laws intended to increase the number of Ukrainian
men eligible for mobilization, the ability of the UAF to find potential conscripts, and punitive
measures for those who fail to register or appear for service. Since then, 1.4 million men
have updated their contact details in the UAF electronic database. The UAF has indicated

a need to increase by up to 500,000 personnel, although publicly stated mobilization needs
have varied, the Embassy in Kyiv noted. The arrival of newly mobilized soldiers will provide
replacements for undermanned units.'"

USEUCOM estimated that during the quarter, the UAF numbered approximately 700,000
personnel, of whom approximately 300,000 were located on the front line. On the battlefield,
Russian forces typically outnumber UAF forces.!!®

To increase the number of soldiers at the front, the UAF has deployed soldiers from rear
areas, such as soldiers guarding bridges and other infrastructure in uncontested areas of
Ukraine. Additionally, Ukraine passed a law that allows prisoners to serve in the UAF,
which qualifies approximately 20,000 prisoners for service. Prisoners are required to serve
for the duration of the war. As of June 2024, Ukraine made dual citizens of other countries
liable for military service and prohibited them from leaving Ukrainian territory, according to
USEUCOM. '

USEUCOM reported that as of March 2022, Ukraine claimed that approximately 20,000
foreign volunteers from 52 countries had volunteered to join the UAF. As of August 2022,
some international volunteers were under the authority of Ukrainian military intelligence and
some under the UAF. Additionally, Ukraine employs non-Ukrainian nationals in irregular
roles, including paramilitary organizations similar to the Russian Volunteer Corps, and
maintains a small reconnaissance company composed of non-Ukrainians that is part of the
UAF 59th Brigade.!'®

Russian Recruitment Efforts Sufficient for Attrition Warfare
Approach

In June, President Putin stated that Russia does not need to conduct another mobilization
wave. Putin asserted that ongoing Russian recruitment efforts are sufficient for Moscow’s
attritional approach.!”® So far in 2024, Russia has recruited 160,000 new volunteer troops.

APRIL 1, 2024-JUNE 30, 2024 | SPECIAL IG REPORT TO THE U.S. CONGRESS | 25



The Russian military has not deployed additional conscripted troops to Ukraine, according
to the DIA. However, Moscow continues to coerce citizens into signing military service

contracts with the Russian Ministry of Defense, part of a broader recruitment campaign that So fa.r in 2024,
uses a combination of coercion and financial incentives. The recruitment campaign allows the ~ Russia has
Russian military to expand combat power without conducting general mobilization.'? recruited
160,000 new
In February 2023, following an attempted rebellion by the Wagner Group private military volunteer
company, the Russian Defense Ministry established its Volunteer Corps.'*! According to troops.

the DIA, the Russian Defense Ministry probably uses the Volunteer Corps as the primary
entity for maintaining administrative and command control of all private military companies,
including the Wagner Group, and volunteers fighting in Ukraine.'”? In May, Africa-based
Russian private military companies were deployed to support the Kharkiv offensive, likely
subordinate to the Volunteer Corps.'?

Putin Orders ‘“Major Reshuffle” of Military Leadership

President Putin replaced Sergei Shoigu with Andrei Belousov as Russian Minister of
Defense on May 12, moving Shoigu to the position of Security Council Secretary.'* A
Russian government spokesperson said that Belousov was selected because of a need for
“innovation.”!?

The DIA stated that President Putin’s appointment of Belousov demonstrates Putin’s attempt to
streamline Russia’s defense industry to boost productivity for the war effort. Belousov, who has
regularly called for increasing military spending and government interference in the economy,
is trusted by Putin and widely regarded as a man able to put Russia’s whole economy on a war
footing.'* The DIA noted that Moscow has repeatedly altered the Russian military command
structure in Ukraine and dismissed several high-ranking commanders since the start of the war,
although Chief of the General Staff Valery Gerasimov has remained in his post.'?’

U.S. Adversary Nations Continue Military Aid to Russia

During the quarter, several U.S. adversary nations, including Belarus, Iran, and North Korea,
continued to provide direct military aid to Russia’s war in Ukraine, while China continued its
more general support to Russia, the DIA stated.'?®

Belarus continued to provide military and economic assistance to Russia and facilitate
Russia’s forced deportations of children from occupied Ukraine. As of June, Belarusian
President Alyaksandr Lukashenka continued to publicly repeat Russian justifications of its
war with Ukraine.'” In May, Lukashenka stated that Belarus and Russia are jointly attempting
to avoid Western sanctions, with Belarus becoming a gateway for sanctioned goods to enter
Russia, the DIA stated.!*° Belarusian defense industry companies provided maintenance of
Russian military vehicles.!?!

The People’s Republic of China (PRC) continued to maintain a cautious approach to
providing materiel assistance to Moscow, the DIA stated.'*? The PRC supports Moscow’s
defense industrial base by providing needed commodities and dual-use components for arms
manufacturing, helping Russia continue its operations in Ukraine.'** In April, Secretary
Blinken condemned the PRC’s continued provision of components, including machine
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The exercise
included
approximately
90,000 troops
from all 32 NATO
countries and
involved more
than 80 air
platforms,

50 naval ships,
and 1,100

combat vehicles.

tools and microelectronics, which enable Russia to continue producing weapons and
munitions. Secretary Blinken stated that Russia would struggle to continue the war without
the PRC’s support.'**

Iran continued to provide Russia with UAS to support combat operations in Ukraine.'3
According to media sources, Iran was preparing to provide Russia with a large shipment
of short-range ballistic missiles to replenish Russian stocks and provide enhanced capacity
to strike targets deep within Ukrainian-held territory.'*® Additionally, Russia and Iran
moved closer this quarter to signing a comprehensive agreement on military cooperation to
formalize their military collaboration against Western security interests.'’

North Korea continued to transfer artillery ammunition to Russia during the quarter.
Pyongyang hosted Putin for meetings on June 18 and 19, during which Putin thanked North
Korea for its support and both parties signed a comprehensive strategic partnership treaty.'3
North Korea has sent an estimated 10,000 containers of munitions to Russia since the
full-scale invasion began, according to media reporting. The June NATO summit included
a discussion about strengthening security ties with Japan and South Korea in light of the
deepening military cooperation between Russia and North Korea.'*

REGIONAL DETERRENCE

U.S. policy toward Russia seeks to protect U.S. interests and those of its allies, USEUCOM
said. The United States desires an environment in which Russia is a productive member of the
international community, respecting the international rules-based order, and not threatening
other nations’ security and sovereignty. The United States is committed to ensuring its allies
and partners are strong and ready to defend themselves from Russian aggression. !

The DIA stated that Russia is very likely incapable of seizing and holding territory inside

a NATO country.'*! The DIA said its assessment is based on the severe degradation to the
quality of its ground forces. Russia almost certainly still poses a cyber and indirect actions
threat inside these NATO countries, including Bulgaria, Estonia, Hungary, Latvia, Lithuania,
Romania, and Slovakia, and retains the capability to conduct long-range strikes against their
critical sites.'*

NATO Wraps Up Joint Military Exercises Involving
90,000 Troops

During the quarter, NATO concluded Steadfast Defender 24, the largest series of military
exercises in Europe since the end of the Cold War. The exercise began January 23 and
ended on May 31.'** The exercise included approximately 90,000 troops from all 32 NATO
countries and involved more than 80 air platforms, 50 naval ships, and 1,100 combat
vehicles.'*

The newest NATO member countries, Finland and Sweden, both took part in the exercise.'*

The first part of the exercise focused on securing the Atlantic up to the NATO’s Arctic
territory, and the second part focused on moving troops across Europe, from the High North
to Central and Eastern Europe. The goal of Steadfast Defender was to demonstrate NATO’s
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ability to defend the whole of its territory and the commitment by NATO allies to protect each
other from external threats.'#

Steadfast Defender involved the deployment of land forces from North America to Europe
and the organization of the joint reception, staging, onward movement, and integration of U.S.
forces with those of NATO. It served as a framework exercise for other exercises listed below.'¥

The United States participated in several Steadfast Defender exercises:

Saber Strike: This exercise deployed a brigade task force to Poland and a battalion task force
into the Baltics. It conducted interoperability training with allies and conducted a combined
arms exercise, a tactical road march from Germany into Lithuania, and force-on-force training.
Overall, USEUCOM said, Saber Strike was successful but highlighted a need for improvement
in coordinating road march and diplomatic clearances for ground movement through Germany,
Poland, and Lithuania.'*®

Saber Strike involved approximately 2,900 U.S. military personnel and 2,200 partner force

personnel from Germany, Italy, Poland, and Spain.'* U.S. Army Soldiers

conduct a river

Immediate Response: This exercise established a Far North Task Force to improve Arctic crossing exercise at
capability. Participating units conducted a rail gauge change between Sweden and Finland, the Drawsko Combat
deployed a brigade task force into Central Europe, and drew equipment from U.S. Army Training Center,
itioned ks. Th 1 d ltinational live i . d a field traini Poland, in support of
prepolsmo.ne st.oc s: They a s.o conducted a mu tlnatloqa 1ve fire exe.r(flse and a 1.e fralning | cdiate Response
exercise, including river crossings at Drawsko Pomorskie Combat Training Center in Poland. 24. (U.S. Army
USEUCOM said that many of these elements were successful but also identified areas for Reserve photo)
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A Swedish Marine
prepares to
disembark a Swedish
CB90 class fast
assault craft during a
casualty evacuation
exercise event for
BALTOPS 24. (U.S.
Marine Corps photo)

improvement. For example, battle space management and training area capacity presented
a challenge in sustainment and terrain management at Drawsko Pomorskie. Additionally,
USEUCOM said that synchronizing the deployment and redeployment of disparate U.S.
forces from multiple sites in the United States was a challenge, as was synchronizing them
with ports of debarkation in Europe.'>

Swift Response: This exercise involved six near-simultaneous airborne entry operations
across Europe. USEUCOM reported that major challenges included coordinating fixed wing,
heavy lift support for multiple airborne operations, and coordinating airspace clearances for
partner forces into an active military airbase."'

Swift Response involved approximately 3,000 U.S. military personnel and 11,000 partner
force personnel from Czechia, Estonia, Germany, Hungary, Italy, Latvia, Netherlands,
Poland, Romania, Slovakia, Spain, Tiirkiye, and the United Kingdom.'?

Astral Knight: This exercise aimed to strengthen and validate allied and partner
interoperability and maneuverability of integrated air and missile defense capabilities in a
theater-wide, coalition architecture. Six NATO allies participated: Estonia, Latvia, Lithuania,
Poland, the United Kingdom, and the United States. It featured more than 50 aircraft
engaged in simulated combat scenarios, concentrated in Poland and the Baltic states. Airmen
and aircraft from the U.S. Air National Guard also participated. USEUCOM said that while
integrating systems between partners always presents challenges, the collaboration with
NATO allies in the exercise strengthened collective defense capabilities across the European
theater to deter aggression by potential adversaries.'>®

Astral Knight involved approximately 900 U.S. military personnel and 700 partner force
personnel from Estonia, Latvia, Lithuania, and Poland.!>*

Baltic Operations (BALTOPS): The BALTOPS exercise incorporated the assets of 20 allied
nations, including 55 ships, 85 aircraft, and 9,000 personnel, interoperating in the Baltic Sea
for 2 weeks. This was the first time that assets from two combatant commands (USEUCOM
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and the U.S. Indo-Pacific Command) were employed in such an exercise. It was also the first
time that three simultaneous amphibious landings occurred across the Baltic Sea. BALTOPS
was the largest amphibious task force and medical countermeasures task force ever
assembled within a NATO construct. USEUCOM said that the exercise demonstrated many
successes but also proved that it was unable to provide U.S. cruiser-destroyer support to the
exercise due to real-world operations.'

BALTOPS involved approximately 3,400 U.S. military personnel and 8,400 partner force
personnel from Belgium, Denmark, Estonia, Finland, France, Italy, Latvia, Lithuania, the
Netherlands, Norway, Poland, Spain, Sweden, Tiirkiye, and the United Kingdom.!¢

SUPPORT TO UKRAINIAN FORCES

The United States and its partners and allies coordinate international security assistance to
Ukraine through a variety of international mechanisms ranging from high-level Ukraine
Defense Contact Group meetings to informal discussions between the U.S.-led Security
Assistance Group-Ukraine (SAG-U), the International Donor Coordination Center (IDCC),
and representatives from donor nations. (See Table 9.) At SAG-U and the IDCC, staff
evaluate Ukrainian requests for training and equipment, identify which partner nation can
provide the assistance, and ensure that the assistance is delivered in a timely manner.'”’

The U.S. Embassy’s Office of Defense Cooperation-Kyiv (ODC-Kyiv) evaluates, prioritizes,
and executes security assistance in support of Ukrainian defense and security forces. The
ODC-Kyiv said that it cooperates with USEUCOM, the Service components, and SAG-U
on a daily basis. SAG-U has a larger staff and thus greater capacity, and its work involves
multilateral coordination with partners and allies. With its smaller long-term staff, the ODC-

Table 9.

Coordination of International Assistance to Ukraine

Security Assistance « U.S. mechanism to coordinate and oversee the full spectrum of U.S. security assistance to the UAF.
Group-Ukraine . .
(SAG-U) Established in November 2022.
« Joint Service headquarters consisting of approximately 500 multinational service members.
+ Located in Wiesbaden, Germany, under the operational control of USAREUR-AF.
International Donor + The primary coordinating body for international military assistance to Ukraine.

Coordination Center « Established in March 2022.

(IDCC)
+ More than 50 nations represented.
« Voluntary entity to share information and synchronize efforts, led by a U.K. Brigadier General.
+ Collocated with SAG-U in Wiesbaden but no command-and-control relationship exists
between them.
Ukraine Defense «+ Coalition of defense chiefs from approximately 50 nations that meets monthly to discuss
Contact Group Ukraine’s security needs.

« First meeting in April 2022.

Source: Sources: SAG-U, responses to DoD OIG requests for information, 24.1 OAR 026, 12/27/2023; 24.1 OAR 027, 12/27/2023; and 24.3 OAR 025, 7/2/2024.
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Kyiv engages in bilateral cooperation with the Ukrainian government. The ODC-Kyiv has a
staff of American and locally-employed Ukrainian personnel with security assistance expertise
and cultural insight, whereas SAG-U is largely staffed with military personnel on shorter term
deployments. Because the ODC-Kyiv is under State authorities, it cannot train and advise

the UAF, whereas SAG-U, as a Title X military command, can and does provide training and
advising to the UAF.!*®

SAG-U describes the multinational train, advise, and assist structure as a “coalition of the
willing.” International coordination between the U.S. team at SAG-U and international military
counterparts is entirely voluntary and is dependent upon shared will and personal relationships.'%

In addition to SAG-U and the IDCC, which focus on near-term requirements for the UAF, eight
recently established “capability coalitions” seek to address both near- and long-term warfighting
requirements.'®° The capability coalitions operate under the Ukraine Defense Contact Group.!*!

The capability coalitions are collaborative civilian-military bodies established to enable a
multinational, capability-centric approach to security assistance for Ukraine, SAG-U said.'®?
In addition to training, advising, and equipping needs, each coalition is tasked with addressing
issues related to the defense industrial base, production issues, and backfill.'®* Each coalition
is led by two or three nations with expertise in that area along with Ukrainian partners.'* (See
Figure 3.)

Short Rotations and Movement Restrictions Continue to
Challenge UAF Support Efforts

SAG-U noted that many of its personnel are reservists on short-term deployments, which limits
the formation of strong personal relationships and the transfer of institutional knowledge and
expertise.'® In addition, increased multinational coordination has led to greater requirements
for digital systems to share information and products, often across multiple networks and
classification systems.!'¢
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In addition, SAG-U noted the challenge of meeting the UAF’s timeframes for some types

of support.'” For example, the UAF announced a plan to establish and equip 14 brigades
over a 3-month window. While the international community is working rapidly to meet UAF
requirements, 3 months is not enough time to source the requirements and get the support to
the required locations, SAG-U said.'®

Supplemental Funding for Ukraine Improving Maintenance
and Training Efforts

SAG-U reported that the passage of new supplemental funding for Ukraine provided much-
needed resources for its train, advise, and assist efforts. Before receiving the supplemental
funds, SAG-U supported its mission by using EDI funds to cover contract modifications and
other requirements. Once it received the first tranche of supplemental funds—$30 million
on May 14—SAG-U repaid the EDI funds. SAG-U stated that the supplemental funds will
allow it to cover its requirements through the end of calendar year 2024.1%

SAG-U stated that the approval of the FY 2024 defense budget and new supplemental
funding for Ukraine allowed the Military Services and SAG-U to restart maintenance
and refurbishment lines in the United States for PDA-provided equipment, and to remove
requirements that limited spare parts requisitions to just high priority parts to support the
UAF. The funding also allows for the continuation of support services at DoD facilities in
Wiesbaden, Germany, and Jasionka, Poland.!”

SAG-U Establishes Advisory Unit in Ukraine

During the quarter, SAG-U established SAG-U Operations-Kyiv, a small group of rotational
U.S. military advisory personnel in Kyiv. SAG-U personnel do not serve in a combat role.
Instead, they work directly with UAF leadership to facilitate effective employment of

U.S. military assistance. The SAG-U personnel are stationed at the U.S. Embassy and
operate under Chief of Mission authority.!”!

SAG-U reported that its staff in Ukraine experienced no major barriers to accessing Ukrainian
military personnel or locations. Access requires approval from and coordination with the
Ukrainian government and is dependent on security and vehicle support from the Embassy.!”

SAG-U advisors are typically in Ukraine for only a few months, so they have limited time
to build relationships with Ukrainian counterparts. On June 4, SAG-U issued a requirement
that all of its U.S. personnel in both Wiesbaden and Kyiv must complete training intended to

familiarize and orient them with the SAG-U operational environment. SAG-U personnel who

will serve in Kyiv complete additional training designed to expose them to select mission
and cultural skills required to be successful in their advise and assist roles.!”
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New NATO Body to Assume Coordination of
Ukraine Assistance

During the quarter, the international community prepared for an enhanced NATO role

in the provision of security assistance to Ukraine. In July, NATO formally announced the
establishment of NATO Security Assistance and Training for Ukraine (NSATU). NSATU will be
led by a U.S. three-star general and will include nearly 700 U.S. and other allied personnel
from across NATO countries. Once fully mission capable, it will assume some elements of the
mission executed by SAG-U and the IDCC since Russia’s full-scale invasion of Ukraine. NSATU
will align military-equipment donations with Ukraine’s needs and coordinate deliveries.'™ The
goal is to build institutional momentum and spread the knowledge of the logistics involved

in coordinating donations from numerous countries to Ukraine’s borders.™ However, the
establishment of NSATU, under international law, will not make NATO a party to the conflict.!™

NATO has outlined plans to enhance Ukraine’s defense capabilities through the NATO-
Ukraine Joint Analysis, Training, and Education Center and the appointment of a NATO Senior
Representative in Ukraine. These efforts aim to increase Ukraine’s interoperability with NATO
and support its defense transformation.t™

EQUIPPING

The United States and partner nations review UAF requests for equipment regularly.
SAG-U reported that whether the U.S. fills the request depends on the availability of
equipment, noting that, even when requests are granted, there is usually a long lead time
from request to fulfillment.!”

During the quarter, the DoD announced four packages of equipment to be sent to Ukraine
under Presidential Drawdown Authority (PDA), with a combined estimated value of

$1.9 billion.!” (See Table 10.) SAG-U reported that since March there has been a rapid
increase in donations of armored platforms, including main battle tanks, infantry fighting
vehicles, and armored personnel carriers.'®

SAG-U stated that UAF personnel are employing U.S.-provided weapons and equipment

in a manner consistent with the technical aspects of those weapons and equipment. '8!
However, the battlefield is different than the environments for which some of those weapons
were designed, and so challenges exist in the implementation of those weapons in Ukraine.
SAG-U added that the UAF are not yet employing U.S.-provided weapons consistent

with an effective joint operations capability; they are improving, and U.S. advisors are
working with them to develop that capability. SAG-U stated that it continues to document
its observations of UAF weapons and equipment use in light of the evolving tactics on

the battlefield. SAG-U said that it was continuing to work toward remedies for identified
deficiencies.'®
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Table 10.
Equipment to be Provided Through PDAs 56-59

Missiles HAWK air defense systems; Stinger anti-aircraft missiles; Javelin and AT-4 anti-armor systems; RIM-7 and
AIM-9M missiles; PATRIOT missiles; precision aerial munitions; equipment to integrate Western equipment
with Ukrainian systems.

Ammunition 155mm Howitzers; 155mm and 105mm artillery rounds; 81mm mortar rounds; 60mm mortar rounds;
HIMARS ammunition; TOW missiles, high-speed anti-radiation missiles; small arms ammunition and
grenades; demolitions munitions.

Vehicles Bradley Infantry Fighting Vehicles; M113 Armored Personnel Carriers; MRAPs; HMMWVs; logistics support
vehicles; tactical vehicles and trailers to transport heavy equipment.

Maritime Coastal and riverine patrol boats.

Other Night-vision devices; helmets and body armor; airfield support equipment; CBRN protective equipment;

anti-armor mines; spare parts.

Source: DoD, press release, “Biden Administration Announces Significant New Security Assistance for Ukraine,” 4/24/2024; DoD, press release, “Biden Administration
Announces Significant New Security Assistance for Ukraine,” 5/10/2024; DoD, press release, “Biden Administration Announces Significant New Security Assistance for
Ukraine,” 5/24/2024; DoD, press release, “Biden Administration Announces Significant New Security Assistance for Ukraine,” 6/7/2024.

UAF Artillery Faces “Critical Shortfall”

SAG-U has reported that the UAF has continued to ask for donations of artillery systems and
related munitions, including propellant, fuses, primer, 155mm artillery systems, and repair
parts and barrels. The UAF has increased its request for specialized artillery propellants to
increase the effective range of its howitzers. The UAF has requested crew, instructor, and
maintenance training for all new equipment they have received.!®?

SAG-U assessed that the UAF continues to maximize its use of artillery on the battlefield
through rocket, cannon, and mortar fires. Rocket and missile fires continue to prove
extremely effective, SAG-U stated.'®

UAF inventories of certain types of ammunition that are no longer produced or sourced by
the United States have become critically low, a situation which is exacerbated by continued
Russian one-way attack UAS and cruise missile barrages. These attacks threaten the UAF’s
ability to defend against air-based threats and makes protecting critical national infrastructure
and the defense industrial base more challenging, SAG-U said. The Ukrainian Ministry of
Defense Procurement Agency continues to seek options for direct procurement from other
nations and sources to fulfill shortfalls.'®

According to SAG-U, the UAF was facing “critical shortfalls” of 155mm artillery systems,
ammunition, and repair equipment. Projected ammunition donations are sufficient for near-
term objectives but may not support mid-term offensive goals. The current level of donations
for artillery systems will not meet the UAF reconstitution and force generation requirements.
Additionally, maintenance of these systems often must take place outside of Ukraine,
according to the support contracts.'%
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According to SAG-U, the largest challenges associated with meeting UAF requirements stem
from the industrial production capacity for 155mm munitions and associated propellants.
Production numbers are steadily increasing but it will take time before the effects are fully
realized. Successes include the donation of several precision munitions that have proven
effects on the battlefield, as well as the establishment of support contracts between Ukraine
and various industry partners.'%’

UAF Seeks to Expand UAS Capabilities

According to SAG-U, the UAF began training one brigade (roughly 250 personnel per
brigade) per month to support UAF UAS capabilities, which have proven effective on

the battlefield. The UAF has requested roughly 2.5 million short-range first-person view
unmanned aircraft, intelligence, surveillance, and reconnaissance (ISR) UAS, and one-way
attack unmanned aircraft, along with various other utility and support UAS components,
SAG-U reported.'®

SAG-U, the UAF, and the ODC-Kyiv continuously collaborate to identify methods for
timely procurement of UAS and components via economic support from coalition efforts
and funding, sourcing, and procurement. While the UAF has made no new specific requests
for maintenance support it has asked that donated ISR platforms come with line replaceable
packages to enable frontline basic repairs.'s

Weak Documentation Hinders Transparency in Ukraine
Shipments

The DoD transports equipment to Ukraine by air, ship, rail, and truck via a complex network
that spans multiple European countries. During the quarter, the DoD used 29 ports across
Europe to offload cargo.'”® USEUCOM stated there were no changes to overall U.S. logistics
processes to transport equipment to Poland during the quarter.’!

A DoD OIG evaluation released during the quarter found that the DoD had accounted for,
and rapidly transported, defense materials for Ukraine within the United States for onward
transport to Ukraine. However, PDA execute orders do not provide guidance on how to
account for and transport material, which at times resulted in inaccurate or inadequate
documentation of items during transport.'*?

Similarly, USEUCOM reported that tracking individual pieces of equipment as they arrive
in Europe and cross the border into Ukraine has been a challenge. Previous records did

not necessarily specify by lot number, national stock number, or PDA number associated
with the equipment transferred to Ukraine. USEUCOM said that it was coordinating with
the Defense Security Cooperation Agency (DSCA) to include explicit guidance in PDA
execute orders dictating the information required on property and transportation documents.
USEUCOM also stated that it was working to digitize shipment and property transaction
documents for previous and current defense articles transferred to Ukraine under PDA.*
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Equipment Shortages Could Challenge U.S. Readiness

Alongside the effort to send U.S. weapons, ammunition, and equipment to Ukraine is an
equally challenging effort to replace that equipment for use by U.S. forces. This has required
the mostly private companies that produce those items—referred to as the defense industrial
base—to rapidly increase their production.'**

The Government Accountability Office (GAO) reported in April that the DoD had identified
multiple long-standing supply chain challenges related to weapons replacement, which were
exacerbated in some cases by the COVID-19 pandemic. The challenges include long lead
times required to procure parts and raw materials and the inability of some suppliers to scale
up production to meet increased demand. Some parts are no longer produced or require
significant upgrades to operate properly.!*’

Many of the items sent to Ukraine under PDA came from prepositioned stocks in Europe and
elsewhere around the world. USEUCOM stated there were no significant changes in plans to
replenish Army Prepositioned Stock-2 (APS-2) levels in Europe since the previous quarter.
APS-2 had 76 percent of equipment on hand with a 76 percent operational readiness rate as of
March 2024. Due to the equipment shortages, APS-2 has six equipment sets that do not fully
meet the requirements for USEUCOM’s most demanding potential operational plan.'”® An
equipment set is a full unit’s worth of major end items, such as a brigade’s worth of armored
vehicles, as well as the supplies and equipment needed for that unit to execute its mission.'*’

EEUM Processes Improved, Still Challenged by Wartime
Environment

Federal law requires end-use monitoring (EUM) of certain transfers of defense equipment
and services to foreign entities to ensure that the items are being used in accordance with
the terms and conditions of the transfer agreement and applicable federal law.!*® The DoD,
through the Golden Sentry program, conducts EUM of items that were transferred via FMS
or other U.S. Government security cooperation programs on a government-to-government
basis. State, through the Blue Lantern program, conducts EUM of articles and services
exported through direct commercial sales that may be funded by means including FMF.!*
In addition, State’s Bureau of International Narcotics and Law Enforcement Affairs (INL)
tracks all of the equipment it donates to Ukraine’s law enforcement agencies, which does
not fall under the Blue Lantern program, in accordance with the terms and conditions of the
transfer agreement and applicable federal law.?

Certain defense items are subject to enhanced EUM (EEUM) if they incorporate sensitive
technology; are particularly vulnerable to diversion or other misuse; or whose diversion or
other misuse could have significant consequences for U.S. national security. Of the 19 types
of designated defense articles that required EEUM, 8 had been provided to Ukraine as of the
end of the quarter.?®! (See Figure 4.)

The ODC-Kyiv said that its main challenges for conducting EUM during the quarter were
the embassy personnel cap and movement restrictions due to wartime conditions, though
modifications to the personnel cap during the quarter have yielded some improvements.?*
Force protection and logistical constraints due to wartime conditions have limited the DoD’s
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Figure 4.
Disposition of EEUM Defense Articles Provided to Ukraine, as of June 2024
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ability to conduct in-person EUM and EEUM site visits at locations far outside of Kyiv or
Lviv. Most EEUM-designated articles are forward-deployed to frontline units outside of
approved travel zones.?*

The DSCA, which administers the Golden Sentry program, has modified standard EEUM
requirements to account for non-permissive conflict environments. In Ukraine under these
special standards, U.S. representatives may accept reports from Ukrainian forces about the
status of defense articles in lieu of direct observation by U.S. personnel.?** Ukrainian forces
self-report their EEUM inventories on a quarterly basis to complement the ODC-Kyiv’s on-
site inspection regime.?%

According to DSCA data, 87.6 percent of EEUM defense articles provided to Ukraine were
“active” as of the end of the quarter, meaning they were believed to be still in use on the
battlefield, of which 83.7 percent were observed by U.S. or Ukrainian personnel during the
quarter. (See Figure 4.) While the percentage of active articles declined slightly compared

to two quarters ago, the percentage of observed articles increased during the same period.?%
Oversight of EEUM in Ukraine has been a key focus of the DoD OIG audits and evaluations.
The DoD OIG has completed five oversight projects related to EEUM and had three ongoing
as of the end of this quarter.
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MAINTENANCE

The UAF often evacuates Western-donated equipment that suffers damage on the battlefield
to other countries, most often to the Remote Maintenance and Distribution Center-Ukraine
in southern Poland.?” There, the United States and partner forces conduct major repairs

and train UAF maintenance technicians. The U.S. maintenance experts also conduct remote
maintenance sessions leveraging Ukrainian translators and secure voice, video, and chat
channels to guide UAF personnel in Ukraine through the entire maintenance process of
weapons systems they may find unfamiliar.?%

SAG-U reported that there were no changes in the type of maintenance support provided to
Ukraine during the quarter, just a demand for more of it.2%

The United States and international partners continue to improve the maintenance support
provided to Ukraine, SAG-U said. Over the last quarter SAG-U and partner nation
representatives worked to enable more contracted support for previously unsupported
systems. The United States and international partners strived to deliver greater numbers
of spare parts to enable UAF to fix their systems inside Ukraine. However, this has not
translated into positive impacts to the operational readiness rates, SAG-U said.>!

In addition, the constant rotation of personnel at the maintenance facilities requires
intensive management and time to build staff members’ knowledge up to an effective level
of expertise. Select capabilities in Poland are provided by personnel from the German and
Italian militaries, which rotate personnel every 3 months. However, nine new positions
created in the Remote Maintenance and Distribution Center-Ukraine will improve materiel
and maintenance management of U.S.-donated platforms from a supply and maintenance
perspective, according to SAG-U.2!!

The DoD has stressed the importance of training UAF maintenance crews on providing in-
country support.”'> SAG-U reported that Ukraine is often able to overhaul and rebuild many
of their weapon systems using parts produced domestically.?'* SAG-U reported that in recent
months, operational readiness rates of UAF vehicles improved following platform-specific
maintenance training.>'*

SAG-U reported that the UAF is attempting to mature their maintenance capability by
increasing their ability to conduct advanced maintenance functions within Ukraine. During
the quarter, the United States saw a large request for higher-skilled maintenance training on
dozens of U.S.-donated platforms.?'® This is likely to increase as the international community
donates more non-mission capable platforms to the UAF.>!

However, SAG-U reported that it struggles to meet the UAF’s desire to expand their
capability to conduct the highest level of maintenance: depot level maintenance. The UAF
requested to source U.S. depot level repair parts and training for UAF technicians. However,
there currently is no avenue for the United States to provide depot level training. Also, there
is currently no process in place for UAF to requisition depot level repair parts through the
U.S. supply system, although FMF cases are being developed to support the in-country repair
for select platforms.?'” As of the end of the quarter, the DoD OIG had two ongoing oversight
projects related to maintenance of military equipment donated to Ukraine.
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Table 11.

TRAINING

The United States and its international partners provide a variety of training to the UAF,
including basic, collective, leadership, and platform-specific training.>'® U.S. military trainers
located at the Grafenwoehr Training Area in Germany, as well as other locations in Europe
and the United States, provide primarily collective, leadership, and equipment training to

the UAF.2° (See Tables 11 and 12.) SAG-U stated it is not aware of any UAF requests for
training that were denied during the quarter.?*

According to the OUSD(P), Ukraine would improve its ability to fight its current war with
Russia by continuing to adopt Western approaches to warfare.??! Doing so would allow
Ukraine to better integrate the systems and capabilities that the international community has
provided, USEUCOM said. It would also facilitate future interoperability with NATO, which
would help Ukraine and its partners collectively counter Russia.??? Ukraine continues to make
progress in adopting Western military principles, including in areas such as standardizing
aspects of training and force generation, but challenges remain, the OUSD(P) stated.?*

Countries Training the UAF by Type

Countries Providing Training

Platform/Specialist Training = Denmark, Estonia, Finland, France, Germany, Italy, Latvia, Lithuania, Netherlands, Norway,

Leadership Training

Collective Training

Basic Training

Poland, Romania, Slovakia, Spain, Sweden, United Kingdom. and United States.

Denmark, Germany, Spain, France, Latvia, Norway, Poland, United Kingdom, and
United States.

Czechia, Germany, Spain, Netherlands, Poland, Slovakia and United States.

Germany, Spain, France, United Kingdom, Italy, Latvia, Romania, and Slovakia.

Sources: SAG-U, responses to DoD OIG request for information, 24.2 OAR 061, 3/29/2024 and 24.3 OAR 063, 6/27/2024.

Table 12.

Examples of Training Provided During the Quarter

Training Provided

Platform Gepard, M1117, M2A2 Bradley, Patriot, Hawk, Leopard 1.
Specialist Chaplain, combat medic, engineer, legal advisor, forward observer.
Leadership Battalion headquarters, exercise planning, company command.
Maritime Initial training, Viking BvS10

Air F-16

Sources: SAG-U, responses to DoD OIG requests for information, 24.2 OAR 061, 3/29/2024 and 24.3 OAR 063, 6/27/2024.
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U.S. Training Focuses on U.S.-donated Equipment

During the quarter, approximately 600 UAF personnel were enrolled in 21 U.S.-led courses
at Grafenwoehr Training Area and other locations in Europe.??* USAREUR-AF reported no
challenges in facilitating or executing training.??

USAREUR-AF stated that U.S.-led training during the quarter shifted away from collective
training to training UAF personnel to operate U.S. and other Western equipment. This shift
reflects evolving UAF training requests, USAREUR-AF stated.??® At the same time, SAG-U
noted that the UAF made fewer requests for equipment training during the quarter. SAG-U
attributed this shift to the UAF already having instructors to run the required courses and a
need to keep training within Ukraine.?”’

U.S. military trainers provided courses on how to operate key platforms that the United
States and other allies donated to the UAF during the quarter: the M88 recovery vehicle,
Stryker combat vehicle, M1117 armored security vehicle, and the M2A2 Bradley fighting
vehicle. The trainers described the courses as “soup-to-nuts” that include how to operate,
maneuver, and perform basic maintenance on the vehicle. The trainers adjust the course
based on Ukrainian requests and time availability.?®

A DoD OIG audit released during the quarter reported that U.S. trainers did not have enough
linguists available during a PATRIOT missile training course because they did not have
sufficient advance notice of the number of UAF personnel that would be participating in the
course.””

U.S.-led leadership training continued this quarter, including tactical courses and company-
level courses split between company commander, platoon leader, and non-commissioned
officer roles. USAREUR-AF said that the courses combine classroom instruction on

tactics and operations planning at the company level with practical exercises in the field.>*°
USAREUR-AF said that it expects the volume and type of leadership training provided to
change in the next quarter with the introduction of the Combat Leaders Course.>!

USAREUR-AF reported that the U.S. trainers assess and monitor students in the classroom
and, in the leadership courses, in a field environment. Based on assessments during course
instruction, evaluators conduct program reviews before, during, and after each course in
order to adjust training objectives based on student proficiency. The trainers also conduct
pre- and post-assessments of each leadership student to gauge initial proficiency and then
comprehension of training conducted.?*

Ukrainian F-16 Pilots Train in Advance of Aircraft Delivery

Through the Air Force Capability Coalition—co-led by Denmark, the Netherlands, and the
United States—the United States continued to support Ukraine’s future fourth-generation
fighter capability, including through the training of Ukrainian pilots.?

During the quarter, more than a dozen pilots trained on the F-16 in Denmark and the United
States, the OUSD(P) stated.?** SAG-U reported 11 UAF personnel were in pilot training
during the quarter while an additional 40 were in language training that is a prerequisite for
flight instruction.”® U.S.-led training occurs at an Air Force base in Arizona.>*
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U.S. Air Force F-16
Fighting Falcons

sit parked during
Astral Knight 24, at
Geilenkirchen NATO
Air Base, Germany.
(U.S. Air Force photo)

UAF pilots trained by the United States complete the standard Air National Guard course
that teaches basic proficiency in air-to-air and air-to-surface operations.”’” However, the UAF
pilots are being trained on an accelerated timeline which can fluctuate and will continue to
depend on student experience, English language skills, and progression through the training

program.?®
According to the OUSD(P), the current training timeline is on track to support the initial
donation of aircraft by Denmark in the summer of 2024, as well as other donations from
partner nations later in the year.”® However, the Ukrainian government has formally requested
that the U.S. and other nations expand the availability of training for future F-16 pilots,
according to media reporting.?*

Ukraine Seeks to Build Domestic Training Capability

SAG-U stated the UAF is working to develop its force development capacity through its
domestic training pipelines. During the quarter, the UAF requested train-the-trainer support
for commonly donated platforms. This support will empower the UAF to train future
operators in Ukraine, SAG-U said.?*!

For U.S. platforms, the requests included training on the M2A2 Bradley and the M1117
Armored Security Vehicle. The first M2A2 Bradley train-the-trainer course began on

May 13, with 6 personnel projected to graduate in July. The first M1117 Armored Security
Vehicle train-the-trainer course concluded in June.** In addition to these ongoing courses,
SAG-U seeks to develop a train-the-trainer course on the HIMARS. 2
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CIVILIAN LAW ENFORCEMENT

During the quarter, State INL delivered approximately $48 million worth of emergency
vehicles and other equipment to Ukrainian law enforcement partners, State reported.** This
included 110 MRAPs, ammunition, tactical gear, medical kits, IT equipment, and tools for
explosive ordnance disposal.?*®

In addition, State INL provided approximately $25 million in fixed-wing UAS and plans

to provide additional UAS before the end of 2024 .24 State INL also continued to train the
National Police of Ukraine (NPU) and the Ukrainian State Border Guard Service (SBGS) on
operating UAS.?*” The NPU and SBGS can now use UAS for their law enforcement duties
on or near the front lines, according to State.”*® INL plans to train more than 100 additional
UAS operators through the end of 2024, State reported.?*

INL also funded courses for Ukrainian law enforcement during the quarter, including:

Intellectual property and cyber crimes: This course, at the International Law Enforcement
Academy (ILEA) in Budapest, Hungary, focused on providing advanced skills in detecting,
investigating, and prosecuting intellectual property and cybercrimes using lessons from real-
world case studies. This support is intended to foster intellectual property law enforcement
cooperation and information-sharing for combating transnational crime, State said.?
Participants included three investigators and three police officers.>!

Ballistics: Also held at the ILEA and delivered by the Federal Bureau of Investigation (FBI),
these courses focused on ballistics analysis, documentation, and evidence collection for high-
velocity projectiles, wound ballistics, and fundamentals in combat post-blast investigations.
This training is intended to work toward prosecuting Russia’s war crimes, State reported.
Participants included law enforcement personnel from 13 Ukrainian regions where war
crimes have been reported.?

Patrol police supervisors: This training aims to enhance the leadership skills and operations
of supervisors, including delegating authority to, and empowering subordinate staff.?>* The
supervisory training is meant to replace the Soviet-style model State described as “pinnacle-
only decision-making.”?* The course covers fundamentals and refresher-level coursework in
crisis negotiations, practical exercises, and related training.?> Participants included 30 NPU
officers

Narcotic investigations: The U.S. Drug Enforcement Administration (DEA) attaché
conducted two 5-day courses on narcotics investigations, in Poland.?” The course focused on
money laundering, cryptocurrency, and cyber investigations, according to State. Participants
included 60 personnel from NPU and SBGS.>#

In addition to its activities in Ukraine, State INL continued to provide assistance to
Moldovan law enforcement partners.”® The bureau conducted five training events on
working with polygraph technologies for more than 70 participants from the Moldovan
Forensics Lab and Moldova’s National Anticorruption Center Service for State Protection
and Guard, State reported.?®® The bureau led a 5-day visit for Moldovan officials to
Washington, DC, where they studied the best practices of the U.S. Marshals Service, State
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said.?®! Other training for Moldovan participants addressed hacking and cyber IP crimes,
human trafficking, and child exploitation, according to State?s State INL likewise funded
a June conference on women in law enforcement attended by 75 Moldovan female police
officers from five separate state law enforcement authorities, according to State.?

During the quarter, State INL made donations to the Moldovan Forensic Lab’s unit for
digital forensics, including information technology improvements and more than $200,000 in
hardware donations.?*

DEMINING

The Russian military has made extensive use of land mines in Ukraine, especially in areas
formerly occupied by Russian forces. According to media reporting, approximately

30 percent of Ukraine’s territory—an area larger than Florida—may be covered with mines,
which would make Ukraine the most heavily mined country in the world.?®® These mines
range from anti-tank and anti-vehicle mines to anti-personnel mines and booby traps. Land
mines have proven a significant obstacle for the UAF and slowed the pace of counter-
offensive operations. The mines have also proven deadly for Ukrainian civilians. Land
mines and other explosive remnants of war will present a serious challenge to post-war
reconstruction.?*

Several U.S. Government agencies support humanitarian demining efforts in Ukraine.
According to State financial data, as of the end of the quarter, the U.S. Government had
obligated approximately $179 million and expended more than $120 million in Ukraine in
supplemental and base budget funds to implement demining programs.?®’ U.S. assistance
seeks to demine land areas and shorten the food insecurities associated with unusable
agriculture land in Ukraine, and to help the Ukrainian people return to a normal way of life,
SAG-U said.*®

During the quarter, State obligated $1.9 million to extend its project with a third-party
monitor to conduct field visits of ongoing and completed U.S.-funded humanitarian demining
activities.”® State expended approximately $16 million to support efforts to clearing land
mines.?’® The funds, administered by State’s Bureau of Political Military Affairs’ Office of
Weapons Removal and Abatement (PM/WRA), advance existing programs to train and equip
Ukrainian government deminers and deploy NGO demining teams, State said.?’!

Identifying unexploded ordnance: Ukrainian demining operatives and partners continue
to identify and verify places of unexploded ordnance and potentially mined areas, SAG-U
reported. This has included use of newer technologies, such as artificial intelligence to
determine highly probable areas of mined locations. Most efforts have involved the use of
unmanned aircraft fitted with updated sensors and cameras to detect and identify mines and
unexploded ordnance, both surface and buried.””

Remove unexploded ordnance: During the quarter, PM/WRA funded the deployment of
approximately 70 demining teams to survey and clear minefields and provide explosive
ordnance risk education.?” The teams continue to augment the Ukrainian government’s
demining and explosive ordnance disposal capacity, according to SAG-U, citing the

U.S. Embassy in Ukraine.””
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However, the continuous fighting has impeded the ability of demining teams to operate in
areas near the frontline.?”

Train and Equip Ukrainian teams: State said PM/WRA provided humanitarian demining
training and equipment to Ukrainian government deminers in the NPU, State Special
Transport Service, the State Emergency Service of Ukraine (SESU), and the Ministry of
Defense Support Service Engineers.?’® All training is compliant with International Mine
Action Standards, State said, and by June 30, PM/WRA'’s contractor Tetra Tech trained more
than 950 individuals and awarded more than 1,395 completion certificates in explosive
ordnance disposal, manual mine clearance and battle area clearance, non-technical survey,
hook-and-line training, and mechanical clearance.””” Most of the training has occurred in

the U.S.-funded humanitarian demining training school in western Ukraine that Tetra Tech
established in September 2023.%"8

Under a separate project with the Danish Refugee Council, in April PM/WRA supported
manual mine clearance and battle area clearance training for 40 participants from SESU
and the National Mine Action Center and information management training for 5 SESU
participants, non-technical survey training for 10 SESU personnel in May and June, and
advanced explosive ordnance disposal training in May and June for 12 personnel in SESU,
the NMAC, and National Mine Action Authority Secretariat.?”

State INL has provided equipment and training to the NPU’s explosive ordnance disposal
units. In addition to acting as a first responder, these units support critical demining efforts
in recently liberated Ukrainian territories to allow police and border guards to safely
operate.?? Since the beginning of the war, State INL has provided Ukraine with $9.8 million
worth of equipment for explosive ordnance disposal operations, including 44 vehicles,
metal detectors, x-ray and blasting machines, hook-and-line kits, and personal protective
equipment.?®! In May, State INL-funded training on the use of a recently transferred
unmanned explosive ordnance disposal platform for an NPU unit in Zhytomyr and planned
to send another platform by the end of June. Such platforms allow explosive ordnance
disposal teams personnel to clear up to three acres per day.?®

The NPU unit will focus its demining work in Kharkiv oblast. Forty percent of that territory
is currently mined, according to State.’®® State noted that the NPU had expanded its explosive
ordnance disposal personnel from 400 to nearly 550 officers* State also said that as of May,
these units had responded to at least 5,190 calls for assistance; demined at least 87,364 acres
of land; seized 295,960 and disposed of 118,231 pieces of explosive ordnance.?®

Capacity Building: During the quarter, PM/WRA implemented a new $1.5 million demining
program, in partnership with the Geneva International Center for Humanitarian Demining.?¢
The program plans to operate for 3 years, State said, with a focus on planning support and
senior leadership training.”®” The program also seeks to revise Ukrainian national mine action
standards, which currently lack criteria to allow authorities to quickly designate demined
lands ready for a return to productive use, according to State.?%

Also during the quarter, another program concluded that created a mine reporting
management system, and technical capacity-building at Ukraine’s National Mine Action
Authority.”® When the initial project concluded, 26 mine action organizations were
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Table 13.

contributing to a unified database. In addition, State reported that the project delivered a
variety of courses and training to mine technicians and other stakeholders.>° State said that
the initial grant has been foundational to subsequent demining programs.*!

State reported that it closely monitors and oversees demining programs.?? State’s oversight
practices include weekly reports and regular phone calls, as well as cooperation with a third-
party monitoring implementer on the ground in Ukraine. Embassy staff supported demining
oversight through site visits when and where possible.”

NONPROLIFERATION, EXPORT CONTROLS, AND
BORDER SECURITY

State’s Bureau of International Security and Nonproliferation (ISN) continued to provide
assistance in two areas: chemical, biological, radiological, and nuclear (CBRN) scientific
response; and prevention of arms diversions and border security.?** Overall, State ISN has
obligated $94 million and expended $46 million appropriated in the Ukraine supplemental
funding for these efforts?*> (See Table 13.)

State said that during the quarter, State ISN continued to monitor the performance of its
CBRN and arms diversion programs in Ukraine supplemental appropriations by holding
biweekly calls with implementers, attending ISN-led training sessions, and conducting site
visits to three grant-receiving institutions.?*

ISN Nonproliferation and Border Security Programs Related to Ukraine

Chemical, Biological,
Radiological, and
Nuclear Scientific
Response

Obligated: $81 million

Preventing Arms
Diversion and Border
Security

Obligated: $13 million

Note: Funding as of June 2024.

« Continued ongoing workshop on critical infrastructure protection, working with Ukraine’s
National Security Defense Council and the State Service of Special Communications and
Information Protection to support development of a security assessment program for chemical
facilities in Ukraine.

« Delivered hardware and software products to Ukraine’s National Health Service, to support
establishment of a Laboratory Information Management System to protect Ukraine’s health data
from outside cyber intrusion.

« Provided the second of four planned programs to train Ukrainian scientists on reducing
proliferation risk of CBRN weapons.

« Began the purchasing process for radiation monitoring equipment for use in the Chernobyl
nuclear disaster site’s exclusion zone.

« The Export Control and Related Border Security (EXBS) unit conducted 59 in-person EUM checks
and received 23 reports from 38 secondary check locations. Thirteen items remained in delayed-
EUM status due to their locations within conflict zones, and therefore cannot be reached via
secondary methods, State reported.

« ISN conducted site visits to three SBGS locations, including in the Zhytomyr region, Odesa
region, and the Mukachevo area in western Ukraine.

Source: State, responses to State OIG request for information, 6/21/2024 and 7/9/2024.
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State Cites “Significant Success” in Border Security Amid
Challenges

The Embassy’s Export Control and Related Border Security (EXBS) unit noted “significant
success” in certain aspects of its partnership with the SBGS from longer-running
programs.?’’ As a part of this partnership, EXBS and SBGS established a surveillance
program along Ukraine’s borders with Russia and Belarus in late 2022. The program
included testing of micro-camera surveillance systems and techniques, training, and
advising, State reported.?® Following testing, SBGS requested large-scale deployment of the
same system, according to State.?*

As of late June, EXBS had delivered eight border-surveillance station kits and related
training.3® Another eight station kits and associated training are due for delivery in summer
20243 EXBS’ equipment donations amounted to nearly $1 million in value, according to
State.3*

EXBS is coordinating with other U.S. agencies and other, potential partner countries

for further equipment procurements, State reported.’®® Longer-term, the EXBS-SBGS
partnership will consider more permanent improvements, including organizational changes
to enhance their partnership, and enhanced surveillance operations across SBGS, according
to State.3*

EXBS also confronted a number of substantial challenges during the quarter, State said.3%
Given security conditions on the ground in Ukraine, EXBS delivered trainings outside the
country, mostly in Moldova.** This resulted in higher costs and logistics and personnel
constraints, State reported.’”” EXBS is assessing the possibility of expanding trainings to
Ukraine, likely in the western part of the country, State reported, which would bring new
start-up costs and logistical challenges.

State noted that SBGS has a significant combat role in addition to border security
responsibilities, which has demanded much of the SBGS senior leadership’s time and
attention. Likewise, SBGS personnel rotations on and off the front impose further
organizational strain.’® Wartime demands limit the progress of border-specific technical
capacity improvements, according to State.’!

CRITICAL NATIONAL INFRASTRUCTURE

Ukraine Implementing Rolling Blackouts Due to Fragile
Energy Infrastructure

Due to Russia’s attacks on Ukraine’s energy sector, rolling blackouts occurred regularly
across Ukraine during the quarter, especially during evening hours, when demand for
electricity is highest.*!' Blackouts are often rotated between regions or sectors (such as
industrial versus residential consumers) so part of the country was lacking some power
generation at any given time.>'? The National Bank of Ukraine downgraded Ukraine’s
expected GDP growth in 2024 from 3.6 percent to 3 percent, in part due to the Russian
attacks.>?
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Table 14.

DoE and NNSA Activities to Support Ukrainian Nuclear Infrastructure During the Quarter

Nuclear Power Plant
Resilience

Remote Sensing

Equipment

Training

+ Delivered equipment and consumables for Ukraine’s operating nuclear power plants, including
diesel fuel and replacement and spare parts.

« Provided significant nuclear security upgrades to Ukrainian nuclear and radiological
facilities, including physical protection upgrades, response force equipment, and cybersecurity
improvements.

» Deployed a network of sensors throughout Ukraine to rapidly detect and identify potential
nuclear or radiological incidents.

+ Maintained the sensors and provided the underlying data architecture and communications and
electrical systems on which they rely.

« Provided equipment for radiation detection, radioactive source security, public health and safety,
nuclear forensics, and emergency response, both before and during the current evolution of the
conflict.

« Completed delivery and installation of more than $1.5 million of specialized medical equipment
for the National Research Center on Radiation Medicine. The equipment and associated
infrastructure upgrades significantly improve the center’s ability to provide specialized treatment
for individuals affected by radiation, including its ongoing treatment of Ukrainian troops exposed
to radiation following Russia’s incursion into the Chernobyl Exclusion Zone.

« State, the Defense Threat Reduction Agency, and the Norwegian government, organized a
tabletop exercise for officials from 10 government of Ukraine agencies focused on building local
and provincial capabilities to respond to a nuclear detonation.

» Supported field exercises and trainings on countering nuclear smuggling, insider threat
mitigation, basic radiation protection, nuclear forensics, and joint operations among law
enforcement, armed forces, border guards, and emergency responders.

Source: DoE OIG, response to DoD OIG request for information, 24.3 WOG DOE 02, 7/3/2024.

The Ukrainian government has limited resources to rebuild the damaged units to bring power
back into the grid before the winter.3'* Media reported that Ukraine’s energy losses since late

March reached 9 gigawatts of the country’s installed capacity during the quarter—an amount
equal to the peak power demand of the Netherlands.?'®

Even with significant additional repairs or procurements ahead of this winter, continued
attacks will prevent the ability of Ukraine’s power generation system to meet peak winter
demand, the Department of Energy (DoE) said.*!® The Ukrainian government is working
closely with international partners to procure materials for infrastructure repair. It was
unclear this quarter how much generation capacity Ukraine can restore before the heating
season begins this autumn.>"’

USAID, State, the DoE, and the National Nuclear Security Administration (NNSA) provide
support to Ukraine’s energy infrastructure.’'® DoE and NNSA support has focused on nuclear
and radiological risk reduction, emergency preparedness and response, and critical energy
infrastructure resilience. This has included analytical or advisory support (training, exercises,
technical reach-back) and material support such as equipment donations.?!
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In particular, the DoE and NNSA have delivered equipment and consumables for Ukraine’s
operating nuclear power plants, including diesel fuel and replacement and spare parts. The
DoE and NNSA have provided significant nuclear security upgrades to Ukrainian nuclear
and radiological facilities, including physical protection upgrades, response force equipment,
and cybersecurity improvements.’?° (See Table 14.)

Since 2002, USAID, through its implementing partners, has supported the provision of
electricity, heat, and water to the Ukrainian people, including efforts to strengthen the
resilience of the electrical grid.*! USAID Ukraine and the U.S. Embassy in Kyiv engage
regularly with the Ukrainian government to prioritize energy sector assistance among various
energy organizations such as district heating utilities, energy generation and distribution
companies, and gas and electricity transmission operators.’?> USAID validates needs and
specifications, and it is currently contracting for equipment focused on repairs of critical
energy-related assets over the coming months.*>

USAID also announced a new $439 million energy sector-related award this quarter.’?* This
project aims to build on prior efforts to strengthen Ukraine’s energy security by providing
technical and procurement assistance to ensure affordable, reliable, and secure electricity,
natural gas, and district heating.*”> The program also aims to provide emergency energy
response procurements and support reforms needed to develop a competitive energy
market, integration with the EU, and increased private sector investment.>* However, given
unexpected emergency needs due to Russia’s spring 2024 attacks on energy infrastructure,
part of this funding is now being shifted for immediate use in the Mission’s existing Energy
Security Project (total award value of $920 million).**” As of the end of the quarter, USAID
had sub-obligated $41 million into this new award.>*®
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USAID provided $2.3 million in critical equipment
to the State Emergency Service of Ukraine.
(USAID photo)
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DIPLOMACY, DEVELOPMENT,
AND HUMANITARIAN

ASSISTANCE

In addition to security assistance, the U.S. Government provides direct budget support,
development, and humanitarian assistance to support Ukraine and its people. State’s Integrated
Country Strategy for Ukraine outlines mission objectives related to a variety of U.S.-funded
activities in Ukraine.’? USAID’s Country Development Cooperation Strategy for Ukraine
further identifies objectives and intermediate results related to U.S.-funded development

activities in Ukraine.?*°

DIPLOMACY

During the quarter, the United States, the European Union, and other international partners
engaged in several significant diplomatic efforts to plan for Ukmine’s economic recovery, both
in the near and long terms, and to further its integration with Europe. The Ukraine Recovery
Conference in Germany and the Summit on Peace in Ukraine, which were both held in June;

Figure 5.

USAID and State Obligated Development Funding, by Sector, October 2023-June 2024, in $ Millions
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the commencement of EU accession negotiations for Ukraine in July; and a new agreement
with the European Bank for Reconstruction and Development to support rebuilding Ukraine’s
infrastructure.

At Recovery Conference, International Community
Reaffirms Support for Ukraine

The Ukraine Recovery Conference, held in Berlin from June 11 and 12, sought to mobilize
continued international support for the resilience, recovery, reconstruction, reform, and
modernization of Ukraine.*' Cross-cutting issues, such as macro-economic stability,
resilience, security, energy, critical infrastructure, housing, climate actions, green recovery,
healthcare, education, environment, and gender were also discussed.>*

The conference confirmed and validated the Ukrainian government’s priorities for recovery,
USAID said, particularly in the energy sector.’* Participants signed more than 110 agreements
at the conference, totaling more than $17.2 billion to support Ukraine’s energy resilience,
defense industry, social infrastructure, reconstruction of critical infrastructure and private
sector development, and agriculture.®*

USAID also signed a memorandum of understanding with the European Bank for
Reconstruction and Development to increase collaboration on support to the infrastructure,
economic growth, and energy sectors.*** Additionally, USAID joined three initiatives with
the Ukrainian Federal Ministry for Economic Cooperation and Development that seek to
help Ukraine upskill workers in the private sector while promoting resilience, gender equity,
and social inclusion. USAID said that in addition to ensuring that small businesses can grow
during the conflict, these efforts will help local governments build the capacity to deliver
essential services and foster economic recovery.**

From June 15 to 16, Switzerland hosted a Summit on Peace in Ukraine to discuss
pathways toward a comprehensive, just and lasting peace for Ukraine.?*” The summit drew
representatives from more than 100 countries and international organizations, but Russia
and China did not attend.’*® In a joint communiqué, participants reaffirmed their support to
the principles of sovereignty, independence, and territorial integrity of all states, including
Ukraine.*** The communiqué outlined three essential aspects for peace.’*

First, the use of nuclear energy and nuclear installations must be safe, safe-guarded, and
environmentally sound; the Zaporizhzhia nuclear power plant must operate under the full
sovereign control of Ukraine and supervision of the International Atomic Energy Agency;
and the threat or use of nuclear weapons against Ukraine is inadmissible.*!

Second, global food security must not be weaponized in any way, since it depends on free,
full, and safe navigations, as well as access to seaports; and that attacks on merchant ships,
civilian ports, and their infrastructure is unacceptable.’*

Third, all prisoners of war must be released, and all “deported and unlawfully displaced
Ukrainian children, and all other Ukrainian civilians who were unlawfully detained, must be
returned to Ukraine.”3%

As of June 28, 90 countries and international organizations had signed the joint communiqué.’*
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United States Pledges $1.5 Billion for Ukraine Recovery

During the Summit on Peace in Ukraine, the United States announced that it would provide
more than $1.5 billion in support to Ukraine.** The package includes $500 million in new
funding for energy assistance and redirecting $324 million in previously announced funds
toward emergency energy needs in Ukraine.**¢ The funding is intended to help Ukraine
respond to Russia’s attacks on Ukraine’s energy infrastructure by repair and recovery,
improving Ukraine’s resilience to energy supply disruptions, and laying the groundwork to
repair and expand Ukraine’s energy system.*’ It will repair energy infrastructure damaged in
the war, expand power generation, encourage private sector investment, and secure energy
infrastructure, according to USAID.*#

The U.S. Government also announced more than $379 million in humanitarian assistance
for State and USAID to address the needs of refugees, internally displaced persons (IDPs),
and conflict-affected communities impacted by Russia’s invasion.** This support includes
food assistance, health services, shelter, water, sanitation, and hygiene services for millions
of Ukrainians inside the country and in the region.**® The assistance also supports protection

activities, including case management and psychosocial support services, as well as agriculture

and livelihoods assistance to enable families to restore income and meet basic needs.*!

Recovery Planning Focuses on Foundational Issues and Key
Economic Sectors

In September 2023, President Biden appointed former Secretary of Commerce Penny
Pritzker as the U.S. Special Representative for Ukraine’s Economic Recovery. According
to a State press release announcing the appointment, the Special Representative works with
the Ukrainian government, the international community, and the U.S. private sector to help
Ukraine move toward a future as a prosperous, secure, European democracy and to pursue
integration into the European Union and NATO.*

State said that the Special Representative works to help Ukraine build a viable economy
despite the conflict, focusing on “advancing foundational items necessary to promote and
accelerate economic growth, key sectors that can generate government revenue and reduce
future assistance needs.””*® The Special Representative also facilitates broader planning and
coordination efforts across international donors, international financial institutions, the private
sector, and other partners to build the longer-term roadmap for Ukraine’s economic recovery,
according to State.’*

State said that the Special Representative has identified three key issues necessary to foster a
business environment conducive to private sector investment economic growth:%

Continued reforms and anti-corruption efforts: State said that ongoing reforms and anti-
corruption measures are essential to creating the necessary business-enabling environment
needed to attract private investment for economic recovery, accelerating Ukraine’s accession

into the European Union and other European-Atlantic institutions, and transforming Ukraine’s

economy and society to meet the expectations of the Ukrainian people.**® The Special
Representative has amplified U.S. Government efforts around reforms through engagements
with U.S. and Ukrainian partners and has worked with private sector CEOs to share their
perspectives on the importance of reforms and anti-corruption.®*’
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USAID distributes
generators and
emergency
equipment to the
State Emergency
Service of Ukraine

in the Zaporizhzhia
region. (USAID photo)

Expansion of risk management tools: State said the lack of risk management tools, such

as war risk insurance, is a barrier to increased investment and economic recovery.>>® In June,
during the Ukraine Recovery Conference in Berlin, the U.S. International Development
Finance Corporation, working with the Special Representative, announced a package of risk
management programs valued at $357 million. The programs included: 1) a $50 million
reinsurance facility to build a portfolio of war risk insurance policies for companies operating
in Ukraine; 2) $150 million in political risk insurance to maintain existing operations in
Ukraine’s agricultural export sector; 3) a $152 million political risk contract to a Ukrainian
company involved in the manufacturing sector; and 4) $5 million in political risk insurance to
support Ukrainian students’ wartime access to higher education.**

Strengthen coordination across donors: State said that the Special Representative is
working to secure buy-in from donors on a Ukraine planning framework to help Ukraine
advance effective economic recovery and reconstruction efforts. Such a framework would
address the interrelated issues of reform, project planning, risk management, and private
sector engagement.*® State noted that the Special Representative’s leadership within the
Multi-Agency Donor Coordination Platform (MDCP) steering committee also facilitated the
development of a Business Advisory Council to the MDCP during the Ukraine Recovery
Conference.*®! State also said that the Special Representative has emphasized how private
sector engagement is necessary for Ukraine’s economic recovery, noting that the Special
Representative led CEO-level roundtables on infrastructure, insurance, agricultural value
chains and cross-cutting private sector needs with the Ukrainian Prime Minister in Chicago
and at the UN General Assembly in New York.>*2

State said that the Special Representative emphasizes six key economic sectors in which
Ukraine maintains a competitive advantage: agriculture; technology; critical minerals,
mining, and metals; energy; transportation and logistics; and defense manufacturing.’®® State
said that the Special Representative advances work in each of these areas in several ways,
including by highlighting opportunities for U.S. companies to engage in various sectors,
identifying value chain issues that constrain growth, and establishing interagency processes
to advance work and deals in specific areas** State cited as an example an interagency
“Deal Team” established to help expedite U.S. Government approvals for U.S. defense
companies’ business with Ukraine, which, according to State, has already expedited several
deals to support Ukraine’s defense manufacturing.¢
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European Union Opens Accession
Negotiations with Ukraine

On June 25, the European Council, the governing body of the European Union, announced its
launch of accession negotiations with Ukraine and Moldova.** Council President Charles Michel
noted that opening the negotiations is a key milestone and reflected “the immense progress
both nations have made on their journey toward European integration.”**” The decision to open
negotiations was based on “the transformative steps [both countries have] taken in areas such as
rule of law, governance, and judicial systems,” Michel said, though both countries must continue
substantial efforts to strengthen institutions and economic stability and to combat corruption.**

USAID and State reported that Ukraine has broadly progressed with its EU accession process.**®
State reported that Ukraine has passed significant reforms, including asset declaration, anti-
monopoly, energy pricing, judicial capacities and discipline, and corporate governance of
state-owned enterprises, among others—many of which were passed within the last year.>"

State also assessed that Ukraine must continue to pass and implement additional reforms “to
create the business-enabling environment needed to attract investment, ensure the responsible
stewardship of assistance dollars, and meet the demands of their own people to continue moving
down a path toward EU accession.”*™

The Ukrainian government has committed to advancing its Ukraine Plan, a 4-year comprehensive
reform and investment strategy, which seeks to set conditions for regular and more predictable
macro financial assistance to Ukraine through the European Union’s $53.9 billion Ukraine
Facility.* The Ukraine Plan identifies 69 reforms and 10 investments, with 146 qualitative and
quantitative indicators, that cover 15 areas of the Ukrainian economy.’ Several reforms were
expected to help Ukraine’s efforts on the accession path by advancing alignment with the EU
acquis, the collection of common rights and obligations that constitute the body of EU law and
are incorporated in the legal systems of EU member states, notably in public administration,
public finance management, anti-money laundering, public procurement, as well as the transport
and agri-food sectors.>™ Investments cover the fields of human capital, energy, transport, agri-
food, business environment, and regional policies.*”™

USAID supports reforms and Ukraine’s EU accession process through activities that support
democratic governance, transformational reforms, and transparent and accountable recovery

at both the national and local level.3® USAID also works at the national level to further
institutionalize Ukraine’s anti-corruption architecture and supports the decentralization, judicial,
parliamentary, and oversight-related reforms essential for Ukraine’s EU integration.>””

DIRECT BUDGET SUPPORT

As it defends itself from Russia’s unprovoked invasion, the Ukrainian government’s
expenditures have consistently outpaced revenues over the course of the war.>”® In the

first quarter of FY 2024, a USAID analysis estimated that the Ukrainian government’s
budget gap—the difference between annual government revenues and expenditures—was
approximately $5.3 billion.>” This budget gap could grow further, depending on how much
the Ukrainian government spends on military mobilizations.**
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USAID reported that in response to the gap in direct budget support funding, the Ukrainian
government undertook emergency measures, including reducing salaries for government
workers and reducing the size of the government workforce, which reduced the government’s
ability to handle workloads.*®! Many planned government budget expenditures, including those
that were intended for critical infrastructure restoration, were eliminated.3%?

Internal revenues for the State Budget General Fund for the first 5 months of 2024 increased

to approximately $18 billion, 44 percent higher than in the same period of 2023.®* Some local
taxes were redirected to the central government, and the government rescheduled planned
international borrowing.*® For example, the Ukrainian government took a loan from the World
Bank, backed by Japan, a year earlier than initially planned.’®® Fees were increased for essential
services, including electricity fees increasing by 70 percent beginning June 1.3% Internal
borrowing from the domestic market reached approximately $5.2 billion in 2024.%7 Since

early June, demand for domestic government bonds at auction has exceeded supply by almost
threefold.’%

SUPPORT TO THE UKRAINIAN GOVERNMENT

USAID has provided direct budget support to the Ukrainian government through three World
Bank-managed trust funds, the Ukraine Second Economic Recovery Multi-donor Trust Fund,
the Special Transfer to Ukraine Single Donor Trust Fund, and the Public Expenditures for
Administrative Capacity Endurance (PEACE) multi-donor trust fund.*® (See Figure 5.)

USAID’s spend plan for the Ukraine Security Supplemental Appropriations Act of 2024
allocated $7.85 billion from the Economic Support Fund (ESF) for Direct Budget support.>*
According to USAID, the purpose of direct budget support is to provide the Ukrainian
government with the financial stability necessary to maintain general government operations,
not necessarily to support any specific program or expenditure.*! The payments are made to
the Ukrainian government on a reimbursement basis, following verification by the World Bank,
based on approved expenditure categories.**

The PEACE Fund includes funding from the United States and 19 partner countries.*”* The
United States was the largest donor to the PEACE Fund, with USAID providing $20.2 billion
of the fund’s $25.5 billion total.*** USAID made its last obligation to the PEACE Fund

in September 2023 and these funds have been subsequently disbursed to the Ukrainian
government and expended, according to USAID.3%

The Ukraine Security Supplemental Appropriations Act of 2024 directs that $7.85 billion in
Economic Support Fund provided by the act be made available for Ukraine.>*® Subsequently,
State and USAID identified these funds for budget support to the Ukrainian government to
ensure that it can maintain operations as it continues to respond to Russia’s full-scale invasion.**’

As of July 2024, the international community has provided $66.7 billion in budget support—
triple that provided by the United States—although some is delivered via mechanisms other
than the World Bank trust funds.**® An expected $24.9 billion of Ukraine’s estimated $32.7
billion in official financing needs for 2024, excluding potential financing from the International
Monetary Fund (IMF) and relief from debt operations, is anticipated to come from other

G7+ partners.*® USAID said that the U.S. Government continues to press bilateral donors on
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Figure 6.

Direct Budget Support to Ukraine Provided Through the World Bank Since
February 2022

the need for fair burden sharing in meeting Ukraine’s economic assistance needs and that
approximately 75 percent of Ukraine’s external financing needs in 2024 will come from
sources other than the United States.*® USAID expects that U.S. assistance will not exceed
50 percent of the total amount provided by all donors.*!

OVERSIGHT

USAID continued to fund Deloitte to provide oversight of direct budget funding, utilizing
technical support to the Ministry of Finance designed to strengthen controls and processes

in their financial systems, in addition to spot checks down to the beneficiary level, and
continuous monitoring and review.*?? Deloitte completed 351 spot checks in 2024 (through
May 15) to review the existing monitoring, transparency, verification, and reporting systems,
and it identified 23 discrepancies.*®

In addition, KMPG began to audit direct budget support funds.*** USAID expects that this
firm will complete its first audits of Ukraine’s pension fund and its Ministry of Education and
Science in November.*”® The USAID-funded audit strengthening activity implemented by

the GAO’s Independent Center for Audit Excellence continues to work with the Accounting
Chamber of Ukraine on audits of direct budget support.**® USAID OIG has an ongoing audit
of USAID’s direct budget support to the PEACE Fund to determine how USAID oversees its
contributions to the fund and assess the extent to which USAID’s contributions to the fund
supported eligible IDPs.
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Table 15.

In addition, the GAO has two ongoing audits of USAID’s direct budget support to the PEACE
fund. The first review will describe the types and purposes of various oversight activities
USAID is conducting and how much accountability the oversight provides. The second

will evaluate how effective USAID’s oversight activities are in addressing any potential
limitations, gaps in Ukrainian government processes, or data quality issues.

GOVERNANCE AND COUNTERING
CORRUPTION

State and USAID operate several activities in Ukraine that seek to strengthen anti-corruption
institutions, implement key criminal justice reforms, and increase transparency throughout the
Ukrainian government. (See Table 15.) State INL provides technical assistance to the National
Anti-Corruption Bureau of Ukraine (NABU), Specialized Anti-Corruption Prosecutor’s Office
(SAPO), Office of the Prosecutor General
(OPG), High Anti-Corruption Court

U.S. Goals Related to Counter-Corruption (HACC), and other Ukrainian institutions

that investigate, prosecute, and adjudicate

Integrated Country Strategy cases of high-level corruption.*’

Ukraine implements sustainable reforms of its institutions, with a focus on USAID works with the National Agency

anti-corruption laws, regulations, and enforcement; transparent financial
and fiscal systems; and the justice sector.

for the Prevention of Corruption to
improve policy frameworks to prevent

Ukraine builds its capacity for regulatory oversight and holds accountable corruption through legislative action;

those responsible for committing malfeasance or misfeasance.

Country Development Cooperation Strategy

coordinates with State INL on support
to the HACC and other counter-
corruption and integrity functions within

Increased health system transparency. the judiciary; support watchdogs and

Economic impact of corruption reduced in likely sectors.

investigative journalists; and strengthens
digital services to reduce opportunities

Strengthened anti-corruption systems and practices for corruption. USAID said that all of its

Source: State, “Integrated Country Strategy-Ukraine,” 8/29/2023; USAID Ukraine, “Ukraine

activities in Ukraine include aspects to

Country Development Cooperation Strategy 2019-2024, Extended Through Jan 9, 2026,” 1/4/2024. counter corruption.‘“’s

ANTI-BRIBERY LEGISLATION

During the quarter, State INL and the Organisation for Economic Cooperation and
Development (OECD) signed an agreement to support and strengthen Ukraine’s capacity to
fight foreign bribery in international business through enhanced legislation and enforcement
structures.*” The goal of the project is to facilitate Ukraine’s accession to the OECD
Anti-Bribery Convention and gaining full membership in the OECD’s Working Group on
Bribery in International Business Transactions.*!° State INL noted that attaining membership
status could facilitate reforms to align Ukraine’s anti-corruption legislation with that of the
European Union and make Ukraine more attractive to foreign investment.*!!

As part of this effort, State INL said it helped develop legislation to amend Ukraine’s tax
code to combat bribery of foreign officials engaging in international transactions.*'? State INL
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staff assisted legal experts, conducted trainings, and facilitated study tours to help meet the
important benchmark.*!* State INL sponsored a delegation of Parliamentary Law Enforcement
Committee members, the Justice Minister, and NABU representatives to participate in working
group meetings. Meeting participants discussed progress developing the proposed legislative
changes and described how the changes align with the OECD Anti-Bribery Convention.**

State INL said that the Ukrainian parliament must fully approve the tax code changes, as well
as make further changes to Ukraine’s legal framework to hold companies accountable for
corruption-related offenses.*> The OECD would evaluate Ukraine in 8 months on whether it
has adopted all the required legislation to fully join the working group, which is a prerequisite
for full OECD membership, State reported.*!¢

ANTI-CORRUPTION ADVISING AND TRAINING

During the quarter, State INL continued to support the development of NABU and SAPO’s
counter-corruption capability through training and other technical support. (See Table 16.) In
April, State INL donated three cryptocurrency analysis tools, including TRM, Blockchain,
and Crystal.*!” State INL said these tools will help NABU develop modern forensic analysis
capabilities for cryptocurrency, which is increasingly a part of high-level corruption. All 270
NABU detectives completed training in State INL-delivered cryptocurrency analysis from
May 2023 to January 2024. NABU detectives have used these forensics capabilities to trace
more than $1.4 million in crypto assets linked to a former head of Ukraine’s State Service for
Special Communications and Information, who is under investigation for embezzlement.*'®

Table 16.

INL Sponsored Anti-Corruption Training During the Quarter

April + Held the first of four offsite leadership seminars for NABU and SAPO managers. The seminar, attended
by the heads to both agencies, addressed change management issues, focusing on creating efficient
internal structures, increasing staff, and strengthening institutional independence.

The remaining seminars will address efficient management, team building, and leadership.

+ Funded a 1-day workshop led by the DoJ Resident Legal Adviser on the use of Racketeer Influenced
and Corrupt Organizations Act-type laws, organized crime, and wiretapping for NABU and SAPO.

+ Attended an operative skills training for NABU detectives and met with NABU’s Regional Office in Lviv.

May + Held a 6-day psychological resilience training for 40 NABU and SAPO detectives, prosecutors, and
civil servants. Instructors included members of the Israeli Trauma Coalition, and the course focused
on strengthening mental wellness and resilience during war and mitigating risk of burnout from
increased workloads and staff shortages.

« Launched a pilot Leadership School for senior Ukrainian prosecutors. The 6-month program is led
in partnership with INL, the OPG Training Center and the Center for Leadership at the Ukrainian
Catholic University.

+ Supported a 10-day training to teach the fundamentals for NABU detectives conducting operative
search activities and recruitment.

Source: State, response to State OIG request for information, 6/21/2024.
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During the quarter, two grants under State INL management completed their respective
periods of performance and programs.*® One of the grants provided mentorship support

to anti-corruption institutions and recommended possible reforms.** The second grant
trained NABU and SAPO on critical communications strategies, and helped them establish
communications priorities, develop multimedia, and make approximately 40 appearances
across national and local Ukrainian media.**!

ANTI-CORRUPTION SUPPORT IN MOLDOVA

State’s anti-corruption efforts also used a regional approach, with activities beyond Ukraine
in the neighboring country of Moldova. During the quarter, State INL reported that it also
supported programs that developed the capacity of anti-corruption and integrity agencies,
including Moldova’s Anti-Corruption Prosecutor’s Office and National Anti-Corruption
Center, while funding civil society to monitor these same agencies. The programs covered a
number of topics, including:**

Asset forfeiture: Officials from several Moldovan anti-corruption agencies participated
in a week-long U.S. Marshals Service-led workshop designed to improve efficiency,
coordination, and collaboration on asset forfeiture in line with international best practices,
particularly on seized asset management.*

Digital forensics: State INL funded an FBI-led effort to coordinate digital forensic expertise,
advise Moldovan law enforcement leadership on investigative strategy and multilateral
operations coordination, and help obtain international corporate records to establish probable
cause for warrants in support of ongoing investigations.*** State INL noted that with
assistance from France and the FBI, the Anti-Corruption Prosecutor’s Office executed search
warrants across Moldova to disrupt a transnational, multi-million-dollar bribery scheme
involving evasion of INTERPOL Red Notices.*

Regulations and Operations: State INL supported efforts by embedded experts from the
International Development Law Organization to support the Moldovan Anti-Corruption
Advisory Committee, including by advising on anti-corruption legislation and regulatory
advocacy and supporting ongoing operations and activities.*?® State INL funds the
International Development Law Organization logistical and administrative support to the
Moldovan Prosecutor Vetting Commission, which is responsible for assessing approximately
400 prosecutors for potential financial anomalies or other corruption-related activity.*’ State
INL funds a contract to support the Prosecutor Vetting Commission Secretariat, as well as an
anti-corruption and judicial reform expert, to assist with the Commission’s pre-vetting and
vetting activities.*?
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ECONOMIC GROWTH

Ukraine’s economy continues to face many challenges as it endures a third year of conflict.
Following the full-scale invasion in 2022, Ukraine’s GDP fell by almost 30 percent.*?
Ukraine lost key export markets in Russia and Belarus.*°

In particular, Ukraine’s workforce faces several constraints due to the war, State noted.
Conscription has decreased the number of able-bodied men available to work in Ukraine’s
public and private sectors. Many veterans returning from service have physical injuries

and mental health challenges that prevent their reintegration into the Ukrainian workforce,
according to State.*! The surge in refugees fleeing the country has also decreased the total
available workforce in Ukraine, while the surge in IDPs has led to geographic shifts in the
workforce. Russia’s attacks on civilian populations, as well as its forced repatriation of
Ukrainians in occupied territories, further reduces the available workforce, State reported.*?

In addition, State noted that Russia’s occupation of territory in eastern Ukraine and Crimea
prevents Ukraine from leveraging the economic benefit of those regions, particularly the
major Black Sea ports Mariupol and Sevastopol.** Finally, Russia’s war has damaged and
destroyed factories, inventory, and other capital stock, creating a business risk profile that
makes it challenging to attract foreign direct investment, according to State.**

Ukraine’s Minister of Agriculture, Deputy Prime Minister and Minister for Restoration, and
the head of the Agency of Restoration, whose organizations are important counterparts to some
USAID activities, were either removed or resigned during the quarter.*> Although this cabinet
turnover had no significant immediate impact on USAID’s economic growth programming,
USAID reported that focused attention is warranted to monitor how the situation evolves.**

SUPPORT FOR SMALL AND
MEDIUM ENTERPRISES

USAID programming supports the private
sector in Ukraine with the objective to
increase exports and jobs and expand
government revenue that will eventually
reduce Ukraine’s dependence on direct budget
support.®” USAID’s economic programming
is organized around five complementary lines
of effort: increase private sector investment
and strengthen export-oriented value chains;
create new jobs and reskill the Ukrainian
workforce for economic recovery; promote a
more competitive and transparent business-
enabling environment that fosters innovation,
and expand access to financing and de-
risking tools (e.g. by providing interest rate
buydowns on loans for small and medium
enterprises).*3*

Table 17.

U.S. Goals Related to Economic Growth

Integrated Country Strategy

Ukraine rebuilds a transparent and competitive post-war economy
through corporate governance, legislation to achieve de-oligarchization,
especially in the energy and metals sectors, attract foreign investment,
and generate sustainable government revenue.

Ukraine implements international best practices and continues

decentralization while rebuilding social, physical, and critical
infrastructure.

Country Development Cooperation Strategy

Strengthened subject matter expert competitiveness.

Increased productivity of agricultural SMEs through market systems.
Inclusive, innovative finance expanded.

Source: State, “Integrated Country Strategy-Ukraine,” 8/29/2023; USAID Ukraine, “Ukraine

Country Development Cooperation Strategy 2019-2024, Extended Through Jan 9, 2026,”
1/4/2024.
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Since February
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In particular, USAID supports Ukrainian small and medium enterprises that can generate
revenue for the Ukrainian government and create additional employment.**® Ukraine defines
a small or medium-sized enterprise as a business entity whose annual revenue does not
exceed €50 million (approximately $54 million) and whose number of employees does

not exceed 250.*° Using this definition, USAID provides support to small and medium
enterprises in a broad range of industries, including agriculture, furniture, wood processing,
information technology, light manufacturing, and apparel.*!

Legal provisions in annual appropriations and USAID’s internal policies prohibit activities
that represent a high risk of incentivizing any enterprise that would move American jobs
overseas, otherwise compete with American jobs, or cause substantial injury to American
producers of export commodities.** USAID reported that it conducts analyses of its activities
during the program design to ensure that they comply with these standards.**

Since February 2022, USAID has provided support to approximately 26,600 small and
medium enterprises in Ukraine.*** This support included direct grant support, grants to
financial institutions to increase lending to small and medium enterprises, technical and
legal assistance, and support of trade missions, industry fairs, and global representation.**® In
addition, some small and medium enterprises received in-kind assistance.**¢ Businesses that
receive USAID support often target both internal markets and the domestic economy, as well
as export markets, but the extent of this varies based on the sector and industry.*’

Regardless of the destination of sale, all USAID activities in Ukraine’s private sector
directly contribute to domestic production.*® Even within the agriculture sector, which

is traditionally export-oriented, USAID supports businesses to contribute to global food
security through exports, but also diversify production to meet local demand for value-added
products.*¥

USAID has provided support to small and medium enterprises primarily through four
programs. (See Table 19.) In addition, USAID has the ability to transfer funds to the

U.S. International Development Finance Corporation (DFC) to help pay the cost of
guarantees and other DFC products to support small and medium enterprises.*® USAID has
supported DFC guarantees with three Ukrainian banks (Bank Lviv, Raiffeisen Bank Ukraine,
and ProCredit Bank), which have received 5 guarantees totaling $107 million.*' The Credit
for Agriculture Producers activity ($11.9 million award), via its liquidity fund, also issued
1,051 agribusiness loans via 19 credit unions for a total of approximately $2.72 million.*

USAID reported that its activities select small and medium enterprises through a competitive
process:

Announcement: Prospective recipients publicly release a Request for Applications, Annual
Program Statement, or Request for Proposals, which are widely disseminated through
various public sources and social media.***

Review of applications: A USAID-funded implementer leads a technical evaluation
committee or merit review committee which reviews and evaluates each application against
the selection criteria that were included in the solicitation.*** Applicants recommended

by the committee for subaward/subcontract then go through a risk assessment process.*>
Although the specific criteria for subawards/subcontracts may differ among programs,
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Table 18.

USAID Support to Small and Medium Enterprises

Agriculture
Growing Rural
Opportunities

$205 million award

Economic
Resilience Activity

$325 million award

Investment for
Business Resilience

$93.3 million award

Competitive
Economy Program

$170 million award

Provided 83 grants to agricultural small and medium enterprises ranging in value from $24,327 to
$1,115,207, with an average size of $301,335.

Established in FY 2023 by Worldwide Foundation for Credit Unions, serves as an additional source
of liquidity for credit unions to undertake rural financing for small and medium enterprises, and has
issued 120 loans for a total of approximately $570,000.

Completed 2 grant programs for financial institutions providing access to finance for small and medium
enterprises and issued 4 grants totaling $4.3 million, for an average of $1.075 million per financial
institution. The 4 grants supported 696 small and medium enterprises, including 566 agricultural
enterprises, and helped unlock $48.6 million in financing.

Provided $16.7 million in grants or cash assistance to small and medium enterprises, including 349
grants ranging in value from $3,428 to $934,822, with an average size of $66,705, and supported over
4,000 beneficiaries. After an award modification in October 2023, the Competitive Economy Program
began to track data on firm size. Since then, it has supported 1,854 small and medium enterprises.

All grants are provided on a cost-sharing basis in which the small and medium enterprise must
contribute, typically at least 50 percent, toward the equipment or services procured. In some instances,
grants are accompanied by technical assistance and training to assure the equipment or services
received through the grant are utilized to maximum affect, according to USAID.

Source: USAID Ukraine, response to USAID OIG request for information, 6/21/2024.

the above core processes are the same across all of USAID Ukraine’s Office of Economic
Growth activities.** Selection criteria or merit review criteria vary depending on the goals
of each USAID program to which a subaward activity will contribute.*”” Core criteria
include technical approach, expected impact, results sustainability, cost efficiency, and
gender equality and social inclusion considerations.*® For example, selection criteria for
one program may be specific to the agricultural sector, while other programs may be sector-

agnostic.*’

Risk management approach: USAID examines several factors: technical capacity — the
basic capacity of the applicant or offeror to complete a sub-award or contract activity; safety
and security — the location and nature of activities that have potential impacts on the safety
and security of personnel (project and applicant/offeror) and/or equipment; reputational

— external factors that affect applicants or offerors which may harm the reputation of
USAID (i.e. criminal or commercial court cases, ownership issues, and debts); compliance
— potential for loss through insufficient price analysis, fraud, waste, disallowance, or other
sanctions; and management capacity — the capacity of an applicant organization or offeror to

deliver program activities and/or deliverables.

460

Pre-award risk assessment: Implementers screen apparently successful applicants/offerors
and individuals through visual compliance software that includes the following denied parties
lists: OFAC, System for Award Management, the Department of State Designated Foreign
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Terrorist Organizations List, and the UN Consolidated List.*! They also screen applicants
through the open source database YouControl, which flags foreign ownership — specifically
when a company is a member of a joint holding with a counterparty that operates under the
jurisdiction of the Russian Federation, as well as citizenship of a company’s ultimate beneficial
owner and company directors.*? YouControl also identifies criminal and commercial court
cases and checks sanctions lists managed by the National Security and Defense Council of
Ukraine, European Union (Sanctions List of EU), United Nations (UN Security Council
Sanctions) and national sanctions lists of Australia, Canada, Japan, the United Kingdom, and
the United States.*> USAID reported that implementers have not found that any small or
medium enterprises screened through these processes have connections with Russian oligarchs,
firms associated with the Russian military, or ties to individuals accused or linked to allegations
of corruption.*¢*

DECARBONIZATION

State ISN has obligated approximately $36.4 million in Ukraine supplemental assistance for
Europe, Eurasia, and Central Asia (AEECA) funds, as well as Economic Support Funds (ESF),
to help Ukraine convert to less carbon-intensive clean technologies, including approximately $9
million in obligations made during the quarter.*> Of these new funds, $5 million were obligated
to Project Phoenix, a program to aid the transition from coal-fired power to nuclear power
across Europe and Eurasia, State said.*® Project Phoenix also plans to safeguard local jobs
through workforce retraining.*®’” State ISN during the quarter awarded the third of three grants
authorizing Project Phoenix, State said.*® State also obligated approximately $3.8 million for
the Clean Steel initiative, which seeks to decarbonize Ukraine’s steel making industry.*®

State said its Bureau of Energy Resources continued programs to build Ukrainian capacity
in sustainable mining operations.*”® The bureau and Ukrainian stakeholder agencies have not
yet identified the location where the funds would be applied, State reported.*’! The project’s
completion is expected by September 2027, though State noted challenges to energy sector
assistance, specifically the potential for delay on the part of the Ukrainian government
administration of critical mineral sector assistance.*’* State said the bureau also continued

to assist Ukraine with the installation of HESCO security barriers at Ukrainian energy
infrastructure sites, as well as assistance in Ukraine’s natural gas sector.*”

GLOBAL FOOD SECURITY

State during the quarter sustained its response to food security shocks resulting from Russia’s
war in Ukraine, notably the disruptions to international trade of grain and other Ukrainian
food export commodities, State said.*’* Food supply shocks that stem from Ukraine have an
outsized impact on the rest of the world: some 400 million people rely on Ukraine for their
food supply, State said, citing data from the UN World Food Programme.*’

State has obligated $145 million in ESF and expended approximately $59 million, according
to State.*’® ESF is managed primarily by State’s Bureaus of Oceans and International
Environmental and Scientific Affairs (OES) and International Organization Affairs.*”’

State said that OES did not obligate any additional Ukraine supplemental funds for global food
security during the quarter.*’”® OES expended $29.2 million during the same period, according
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to State.”” In prior quarters, OES obligated approximately $104 million for food security
programs.*

The spend plan for USAID for the Ukraine Security Supplemental Appropriations Act of
2024 includes $1.45 billion in Assistance for Europe, Eurasia, and Central Asia (AEECA) for
USAID Ukraine and $50 million for Global Food Security, which will be targeted to address
the food security impacts of the Ukraine conflict, likely in Africa, the Middle East, and Latin
America regions, with specific countries to be determined.*!

State said that the programming benefits countries impacted by food security shocks resulting
from Russia’s invasion of Ukraine.*®? State cited three achievements during the quarter.

The Africa Disaster Risk Finance program improved advanced real-time forecasting in
Mozambique and Comoros that allow the nations to track and forecast tropical cyclones,
thereby facilitating underwriting for cyclone insurance policies, State said.**3> The Global
Fertilizer Challenge, which the U.S. Department of Agriculture (USDA) implements for OES,
launched a new project in Brazil, Colombia, Pakistan, and Vietnam to help these countries
with high fertilizer usage and loss, improve crop system efficiency through the adoption of
efficient nutrient management practices and alternative fertilizers to support increased food
chain efficiency.*** State also said that the USDA has partnered with the Foundation for Food
and Agriculture Research to establish an Efficient Fertilizer Consortium to enable the adoption
of efficient nutrient management and alternative fertilizers and agricultural activities.*®

During the quarter, State’s Bureau of International Organization Affairs obligated $10 million
in ESF, State said, bringing its total obligations for food security programs using Ukraine
supplemental assistance funds to approximately $30 million.*s¢ State said that the new
obligations would provide a voluntary contribution to the United Nations Food and
Agriculture Organization, to support developing countries adversely impacted by trade
disruptions and volatile food commodity prices due to Russia’s war in Ukraine.**” Specifically,
State reported that the funds will go toward optimizing efficiency in the use of fertilizers in
Africa to help improve soil health and boost agricultural yields.*®® The funding supported
similar food security measures in other risk-prone agricultural areas, spanning sub-Saharan
Africa, Central and South America, and parts of south and southeast Asia, State said.**®
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Security Concerns Limit Direct Monitoring
of Programs

Due to security restrictions imposed by the U.S. Embassy in Kyiv, which address the heightened
risk for Mission staff to travel, in-person site visits are difficult to plan and execute, according to
USAID.*° USAID staff based in Kyiv conducted 19 site visits across 4 regions during the quarter,

an increase from the previous quarter, although security restrictions prevented staff from
conducting more visits.*! The Embassy security policy was adjusted during the quarter and the
embassy hired additional drivers and security staff.**? (See page 13.) USAID said that it anticipates
that these changes will result in more site visits next quarter.*®

According to USAID Ukraine, the total number of visits performed by its third-party monitoring
contractor was limited by the cost ceiling of a sole-source subcontract for field monitors that was
put in place to initiate third-party monitoring as quickly as possible.*** A full and open solicitation
for additional subcontractors, without a firm cost ceiling, is being finalized by the contractor to
support expanding to cover additional activities.**® Deteriorating security conditions also posed

a risk to future site visits for third-party monitoring, as USAID said that they cannot require
subcontractors to violate internal safety protocols and perform visits they deem unsafe.**®

USAID reported that five additional activities were in the process of implementing third-party
monitoring through the development of data collection tools, agreements with implementing
partners, and visit itineraries: Decentralization Offering Better Results and Efficiency, Democratic
Governance East, USAID Governance and Local Accountability Activity, Energy Security Project,
and the Competitive Economy Program.*” The Mission plans to expand third-party monitoring to
further activities.*® In addition to the planned expansion to these five activities, USAID Ukraine’s
third-party monitoring contractor is in the process of procuring four subcontractors to support
third-party monitoring of USAID Ukraine’s activities in Ukraine, including the Office of Transition
Initiatives.**®

Although USAID’s Bureau for Humanitarian Assistance (BHA) staff, such as its Disaster Assistance
Response Team, conduct site visits, they are generally limited to the Lviv region and Kyiv city and
the immediate surrounding area.>® The Disaster Assistance Response Team in Kyiv conducted in-
person site visits with partners during the quarter and is currently planning future visits.>** Due to
embassy restrictions, USAID BHA staff used third-party monitors because they could not travel to
many of the conflict areas.> USAID BHA uses a contractor to provide support services, including
third-party monitoring in Ukraine.>® USAID BHA relies heavily on third-party monitoring reports,
in conjunction with regular written and verbal program updates from partners, to monitor
programs.>® These third-party monitors faced access challenges due to changing security
conditions and demands from audits and visits by other donors.>® Despite these challenges, all
monitoring visits were rescheduled or adjusted to ensure implementer and third-party monitor
staff safety and the integrity of the site visits.>*

State said that PRM monitored implementing partners’ performance inside Ukraine and the
region through multiple avenues, including programmatic desk monitoring and financial desk
monitoring, as well as site visits to implementing partners, sub-grantees, and others, and directly
observe protection-related activities.>®’

(continued on next page)

APRIL 1, 2024-JUNE 30, 2024 | SPECIAL IG REPORT TO THE U.S. CONGRESS | 67



Security Concerns Limit Third-Party Monitoring

(continued from previous page)

Within Ukraine, State PRM conducted such visits in Chernivtsi, Khmelnytskyi, Lviv, Rivne,
Ternopil, Vinnytsia, and Volyn regions, as well as in Kyiv, to observe UNHCR programs for IDPs.5%
State PRM also conducted site visits within the region, including in Bulgaria, where it visited a
United Nations Children’s Fund Safe Space in Harmanli, visited an accommodation center, held
a roundtable discussion with refugees at a UNHCR community center in Plovdiv, and observed
conditions for asylum seekers at the Pastrogor Transit Center.5%

In Moldova, State PRM visited the Comrat Community Center and a UNHCR-sponsored mentoring
program. State PRM also participated in UNHCR’s annual Ukraine response coordination meeting
to ensure incorporation of PRM priorities and attended a UNHCR Donors Coordination meeting
in May, which focused on the current and ongoing efforts to address the Ukraine humanitarian
crisis. This is in additional to monthly donor coordination meetings which State PRM attends
alongside USAID/BHA to ensure coordination of the humanitarian response.*®

The activities in Ukraine represent a marked increase in PRM’s in-person monitoring in the
country, as the security situation has allowed.?!! However, it remains unclear whether these
monitoring activities reflect a clear monitoring strategy. A State OIG report released during

the quarter found that the terms and conditions for selected voluntary contributions to public
international organizations lacked measurable objectives and corresponding performance
indicators.>2 State PRM had completed a monitoring plan for voluntary contributions, but the
plan failed to detail specific monitoring activities to be performed, and activities were not tied
to PRM’s risk assessments for the awards, as required by State guidance.®® In addition, State
OIG reported that although State PRM conducted monitoring activities, it did not track progress
against measurable objectives and performance indicators for the awards.*** Absent specific,
measurable objectives or corresponding performance indicators, State OIG said, State PRM was
not positioned to track progress toward intended program results.>*

HEALTH
POLICY DEVELOPMENT

In early April, the National Health Strategy 2030 and its 2024-2026 Action Plan were
presented for public discussion on the Ministry of Health website.’'¢ Various ministries,
regional administrations, and health authorities could provide feedback until late April.>"
After incorporating comments from health donors and partners in 2023, the Strategy was
revised and condensed to 30 pages.’'8 The Action Plan was made available to partners and
national stakeholders for the first time.>"”

The Parliament Committee on National Health, Medical Care, and Medical Insurance is
currently collaborating with the relevant executive agencies to draft laws that address key areas
outlined in the Government Action Plan.’? These include enhancing mental health legislation,
regulating rehabilitation services, and aligning with EU standards, such as regulating dietary
supplements and establishing a unified system for biological safety and protection.?!

On November 22, 2023, the Cabinet of Ministers of Ukraine approved a significant healthcare
policy enhancing the role of Healthcare Facilities Supervisory Boards in decision-making and
oversight.>? This policy was developed with legal assistance from the USAID-funded Health
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Within the
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of medical
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80 percent are
equipped with
backup boilers,
while 20 percent
still require this
infrastructure.

Reform Support Activity.’>® On March 26, the Health Reform Support Activity, in collaboration
with the NGO Patients of Ukraine, conducted the inaugural online training session for 129
members of newly formed Healthcare Facility Supervisory Board Selection Committees

across 21 regions.”?* These committees, which are mandated by Ukrainian law, include
representatives from patient rights groups, anti-corruption organizations, hospital owners, and
local health authorities, tasked with recruiting and appointing independent board members.>?
Moving forward, Health Reform Support Activity will continue to support healthcare facilities
by providing training, tools, and capacity-building opportunities to enhance governance,
accountability, and transparency within specialized healthcare facilities nationwide.>

HEALTH CARE

USAID continued to support the provision of healthcare services in Ukraine through activities
that focused on disease mitigation, combatting vaccine misinformation, mental health, and
other areas. (See Table 19.)

Health infrastructure: USAID reported that it remained committed to supporting the

Ministry of Health’s Recovery Project Office in assessing and prioritizing needs for repairing
and restoring services in communities affected by various challenges.*?” In June, the ministry
presented preparations for the healthcare system ahead of the winter season and potential
blackouts.’? The presentation emphasized the goal for each medical facility to achieve
autonomy in three critical areas: heating, electricity, and water supply.*®® Within the network

of medical facilities, 80 percent are equipped with backup boilers, while 20 percent still require
this infrastructure.** Additionally, out of 770 healthcare facilities in the network,

628 currently have generators, and an additional 136 facilities require generators, including

6 located in frontline areas.*!

Disease mitigation: Ukraine’s HIV epidemic continued to evolve, influenced by migration

and the emergence of new risk groups such as military personnel and veterans.’*? As an
implementing agency of the President’s Emergency Plan for AIDS Relief (PEPFAR) program,
USAID Ukraine has responded by conducting 345,266 HIV tests, identifying 10,414 new HIV-
positive individuals since January 2022.53 Each person diagnosed is offered access to treatment
services.*** Additionally, PEPFAR, through USAID. has expanded its outreach through self-
testing initiatives, distributing self-test kits to 185,389 individuals, especially targeting those
who may not have access to traditional service delivery methods during wartime.**

Mental health: USAID funded additional mental health and psychosocial support spaces,
known as “Taking Care of Myself” sites, with six becoming operational during the quarter.
During Mental Health Awareness Month in May, USAID organized 86 events across 31
communities in 8 focus regions, engaging more than 2,600 participants.’** Forty counselors
completed the 1-year Common Elements Treatment Approach training at Kyiv-Mohyla
Academy, receiving certification in June with USAID support.**’ The Lisova Polyana Resource
Training Center commenced trainings for service providers aiding survivors of captivity and
torture.**® Additionally, 10 local sub-grants were launched to enhance access to community-
based mental health services.”* During the quarter, USAID facilitated the signing of a
Memorandum of Understanding between the Ministry of Education and the Mental Health
Coordination Center to integrate a wellbeing program into the school curriculum for children
aged 6 to 12 years.*
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Table 19.

USAID Programs to Support the Ukrainian Health Sector

Rehabilitation for
Ukraine (Rehab4U)

$40 million cooperative
agreement
(new award)

Accelerating Ukraine’s
Efforts to End HIV
(Healthlink)

$37 million

Re-envisioning Excellence
and Accessibility in
Clinic-based HIV Services
(REACH 95) activity

$19 million
Bringing Innovations

to Treat TB in Ukraine
(BIT-TB)

$2.5 million

Public Health System
Recovery and Resilience

Health Reform Support

Seeks to establish sustainable, quality physical rehabilitation services within the Ukrainian
health system at all levels of care by addressing both urgent short-term needs and long-term
systemic requirements.

Will provide enhanced physical rehabilitation services to enable Ukrainians to improve their
quality of life and actively participate in the country’s economic recovery and growth.

The target groups include war victims, persons with disabilities, veterans, the rehabilitation
workforce, training institutions, and the Ukrainian government.

Concluded during the quarter after operating for nearly 7 years in 16 regions across Ukraine.
As the flagship PEPFAR-funded initiative in Ukraine, this USAID program increased HIV
awareness and expanded prevention, testing, and treatment services, protecting millions of
lives.

A new 5-year HIV case finding activity that started full scale service provision during the quarter.
The primary goal of the activity is to accelerate Ukraine’s efforts to achieve HIV epidemic control
by 2030 by improving equitable access to high-quality HIV service delivery at public health

care facilities through optimized case finding, linkage to prevention and care, and support for
decentralized treatment services.

Overall goal of 4-year USAID BIT-TB program is to improve treatment success rates, reduce
mortality, and improve the TB treatment experience for XDR-TB and FQ-resistant TB patients by
introducing a new treatment regimen within operational research settings and its scale up as
established national clinical practice in parallel with continuation of supporting people enrolled
in operational research in Ukraine. Operating in four regions of Ukraine.

Developed recommendations to address legislative gaps in mobile immunization and school
vaccination compliance.

Provided recommendations for managing cervical, breast, and colorectal cancer patients at the
primary healthcare level, which were submitted to the Ministry of Health and are anticipated to
be adopted in during the quarter.

Translated and adapted a comprehensive guide from the U.S. Federal Emergency Management
Agency (FEMA) on responding to biological incidents. This guide will be included in a national
plan for biological threat preparedness and response.

Assists the Ministry of Health’s Recovery Project Office, funding 9 consultant positions out of 12
total. Since January 2024, efforts have been coordinated to restore 2,795 healthcare facilities
and initiate 2,162 restoration and renovation projects.

Provided grants to enhance access to health services by supplying essential medical and office
equipment. Through its Open Grants Application Program, HRS has supported minor repairs,
such as window and door installations and provided office and IT equipment at 11 facilities.

Facilitated the restoration of healthcare services at primary healthcare centers in four heavily
affected regions—Kharkiv, Chernihiv, Zaporizhzhya, and Kyiv oblasts—through the Reconnecting
People to Care grants program. This initiative aims to restore and expand services at 93 facilities
by the end of FY24.
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Support Tuberculosis
(TB) Control Efforts in
Ukraine Activity

Supported TB treatment initiatives to ensure universal access to treatment, timely enrollment
of TB patients in suitable regimens, expanded use of shorter treatment regimens, improved
treatment adherence, and better management of side-effects and comorbidities. Special
attention is being given to pediatric TB care and the needs of internally displaced persons.

Supported the National TB Program in scaling up TB contact investigation, preventive
treatment, and infection prevention and control measures to strengthen TB prevention efforts.

Due to ongoing attacks and resultant destruction by the Russian military, logistical challenges
and program monitoring remain limited, particularly in remote project sites.

Fighting Misinformation Facilitated more than 405,000 consultations since 2022 for children and parents on vaccines

about Vaccines Activity
(ended June 2024)

via the National Hotline on Vaccination and Infant Feeding, “Jointly to Health,” established in
collaboration with the Ministry of Health and the Ukrainian Catholic University. The activity
conducted online educational vaccine events on UNICEF Ukraine’s social media reaching over
25,000 individuals.

Source: USAID Ukraine, response to USAID OIG request for information, 6/25/2024.

Table 20.

HUMANITARIAN ASSISTANCE

The U.S. Government, primarily through USAID, supports the provision of assistance for
civilians affected by the conflict in Ukraine. USAID organizes its activities according to the
UN Humanitarian Response Plan for Ukraine.**' (See Table 20.)

USAID reported that with passage of the fifth supplemental funding bill in April, the agency
will be able to provide more than double the previously planned humanitarian assistance
funding to Ukraine than was previously planned for FY 2024.5* However, this still represents
a 50 percent reduction in funding compared to FY 2022 and FY 2023.54

USAID assessed that the Ukrainian government cannot respond to the unmet needs of

IDPs and must rely on humanitarian NGOs and public international organizations, such as
UN agencies.*** While the Ukrainian government plays a crucial role in social protection,
including providing assistance to some IDPs, it lacks the capacity to promptly address urgent
humanitarian crises and needs.’*

CHALLENGES

UN Goals Related to Humanitarian Assistance USAID Ukraine reported an incident where Ukrainian

military authorities seized excavator equipment in the

Chernivtsi region that had been previously transferred
from USAID’s Decentralization Offering Better

Provide principles and timely multisectoral lifesaving Results and Efficiency activity to a local community

assistance to internally displaced people, non-displaced
war affected people and returnees, ensuring their safety

and dignity.

Enable access to basic services for internally displaced
people, non-displaced war-affected people and returnees.

beneficiary.**® The excavator was confiscated in
accordance with martial law, according to the Ukrainian
government, and would be returned 30 days after

the government demobilizes. USAID reported that
although the seized equipment was no longer USAID

Source: UN OCHA, “Humanitarian Needs and Response Plan Ukraine,” property and thus, the seizure broke no Ukrainian or

1/3/2024.

U.S. laws, the Mission Director met with the Ukrainian
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UKRAINE: U.S. ASSISTANCE SNAPSHOT

April 1,2024-June 30, 2024

The United Nations reported that the humanitarian situation in Ukraine deteriorated during the quarter. Continued
Russian attacks killed or injured civilians and damaged homes, hospitals and schools. The Russian offensive in Kharkiv
has displaced more than 18,000 people.
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Ukrainians in Need IDPs in Ukraine Ukrainian Estimated U.S. Government

of Humanitarian Refugees Funding Required, Humanitarian

Assistance Globally According to Assistance Since
the UN February 2022

Total U.S. Government Humanitarian $379 $3.8

Funding for the Ukraine Response in

FY 2024 million billion

Additional U.S. Total value of
USAID BHA $242,479,738 Humanitarian Funding USAID’s 51 active
State PRM $136,810,000 for Ukraine and the awards during

Region Announced the quarter

TOTAL $379,289,738 During the Quarter

Sources: USAID Ukraine, response to USAID OIG request for information, 7/9/2024; USAID, “Complex Emergency Fact Sheet #8,” 6/18/2024; Humanitarian Needs and
Response Plan: Ukraine,” 12/31/2023.
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government Deputy State Secretary to raise concerns about the matter and reminded the
Ukrainian government of USAID’s statutory limitations on not providing any military
assistance and asked that future granted materials follow both the letter and spirit of
applicable statutes.>’ This is the first instance, as far as USAID OIG was aware, where a
Ukraine military entity has seized USAID funded items or material for military purposes.

Any USAID program with Ukrainian staff subject to mobilization, which includes males of
conscription age, is potentially more impacted by the conscription law.>*® USAID reported
that its implementers are monitoring the rollout of the recent conscription law and have
adjusted to mitigate challenges anticipated from the conscription of staff for military duty.
USAID-funded implementers are responsible for interpreting local law for their staff and
mitigating staffing risks, according to USAID3* Implementers have reported issues due to
the conscription of staff and have addressed these issues on an award-by-award basis.’

Additionally, electricity blackouts have impacted USAID programs, given the reliance of
these programs on the grid for daily work, according to USAID.**! To mitigate these impacts,
USAID implementers have pivoted where operationally possible and within the terms of
their awards, taking actions such as making use of virtual and remote staffing operations>>
USAID operations at Embassy Kyiv have been largely unaffected, due to robust backup
generation and IT redundancies.’

SUPPORT TO UKRAINIAN NON-GOVERNMENTAL
ORGANIZATIONS

As of June 13, USAID has allocated nearly $11.3 million in direct funding to three Ukrainian
NGOs since February 2022, recognizing their role in addressing the crisis and enhancing
local response capabilities.** These NGOs deliver food, medical supplies, basic health
services, hygiene items, and other essential relief commodities in conflict-affected and hard-
to-reach areas.’> The GAO has an ongoing audit reviewing State’s and USAID’s processes
for selecting these implementing partners. This GAO audit is also undertaking a survey of
the State and USAID implementing partners to learn about any challenges they had finding
sub-partners to help deliver needed assistance.

Furthermore, USAID has contributed approximately $83 million to two funds supporting
localization efforts since February 2022:5%¢

UN Ukraine Humanitarian Fund: This fund provides UN agencies and local NGOs with
rapid funding to support food, shelter, and other basic needs.*>” USAID has allocated

$67 million to the fund, distributed as follows: $20 million in FY 2022, $25 million in
FY 2023, and an additional $22 million committed during the quarter.>*

UN Women’s Peace and Humanitarian Fund: This fund supports women-led national
NGOs, Ukrainian national NGOs, community-based organizations, and volunteer groups.
USAID has provided $10 million to this fund, with $5 million in both FY 2022 and

FY 2023.56

559
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WINTER RESPONSE

A wave of Russian aerial attacks on Ukrainian energy infrastructure in 2024 has significantly
reduced electricity production, raising concerns among relief actors of increased
humanitarian needs during the 2024-2025 winter season.>!

In FY 2023, USAID provided $184 million in funding to support nine international NGOs and
three UN agencies’ activities in Ukraine.*®* This funding is aimed at delivering multipurpose
cash assistance; protection; shelter, and water, sanitation, and hygiene assistance to vulnerable
populations during the 2023-2024 winter season.>®* Additionally, USAID is facilitating the
delivery of generators to health and water, sanitation, and hygiene facilities, along with
essential winter relief commodities such as blankets, fuel, and mattresses.>**

DISPLACED PERSONS

There are two general types of displaced persons: refugees, which includes people who have
been forced to flee their homes and have departed their countries of origin, and internally
displaced persons (IDP), which includes people force to flee their homes but who have not
departed their countries of origins.*® State’s Bureau of Population, Migration, and Refugees
(PRM) leads and is the primary implementer for the U.S. Government’s refugee assistance
for IDPs. State PRM also provides additional support for IDPs.>%

As of June 30, State PRM had obligated approximately $3.4 billion and expended
approximately $3.1 billion in Migration and Refugee Assistance that it received in the
Ukraine supplemental appropriations.*®” Of the $3.4 billion, State PRM obligated more than
$862 million and expended approximately $836 million to support the Ukraine response,
both within Ukraine and across the region.’® The remainder of the funds were applied to
crises other than the Ukraine response, as authorized by three of five Ukraine supplemental
appropriations acts.’® Since February 2022, USAID BHA has provided more than

$2.2 billion to support populations in Ukraine and those displaced to neighboring
countries.>”°

State PRM funds public international organizations for activities outlined in their appeals.>”!
Because public international organizations have specialized mandates, this funding is not
earmarked for specific sectors or activities to provide partners with flexibility to meet the
most urgent needs for refugees, IDPs, and other vulnerable persons.’”> Moreover, according
to State, PRM contributions are based on the organizations’ respective specialized sectors
within the Ukraine Regional Refugee Response Plan. State said PRM tracks progress using
metrics such as the number of people reached by partners, as well as other, sector-specific
measures to track protection, health, and livelihoods.>”

Although data on assistance provided during the quarter was not yet available, State provided

updated data for the previous quarter.’’* State said that Ukraine Regional Refugee Response
Plan partners across the Ukraine refugee response had provided basic needs assistance to
140,000 individuals; protection services to 139,000 individuals and child protection services
to 71,000 children; individual counseling to 63,000 people; mental health and psychosocial
support consultations to 48,000 people; and specialized gender-based violence programs to
40,000 individuals.>”
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CASH ASSISTANCE

According to State, cash assistance is the most efficient and effective way to provide
humanitarian aid to populations with access to functioning markets—such as in large
portions of Ukraine and in refugee-hosting countries.’’® From January 1 to the first week of
June, UNHCR provided $42.7 million in cash assistance in Ukraine, and it planned to deliver
an additional $3.1 million by the end of June.’”” State also said that, from January through
the end of June, UNHCR expected to reach 302,832 individuals with Multi-Purpose Cash
Assistance, as well as targeted cash assistance for shelter rehabilitation, rent, utilities, and
livelihoods.’”® State said that Ukrainians have used this cash assistance for food, health costs,
utilities and bills, hygiene items, and clothes and shoes.>”

USAID provided cash assistance through the UN World Food Programme, with nearly

$11 million distributed to more than 500,000 conflict-affected individuals across Ukraine in
May.’® In addition, State said that from January to the first week of June, UNHCR provided
a total of $19.6 million in Multi-Purpose Cash Assistance to recipients in Bulgaria, Moldova,
and Slovakia, and it planned to deliver an additional $1.9 million by the end of June. State
said that this assistance reached approximately 88,500 recipients.*®!
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PUBLIC DIPLOMACY AND COUNTERING DISINFORMATION

Secretary of State Antony J. Blinken travels to Kiev,

- I [’ ] Ukraine, on May 13. (State photo)
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PUBLIC DIPLOMACY

Public diplomacy efforts during the quarter reflected the continuation of existing programs,
State reported.*®? As of early June, the Public Affairs Section of the U.S. Embassy in Kyiv
had awarded 20 grants using AEECA funds, totaling about $1.76 million, to advance efforts
in democracy promotion, media development, and innovation and entrepreneurship.’®

The grants supported the development of civil society and public engagement in Ukraine,
contributed to open and competitive political systems, and boosted human rights protections,
State said.*®* The grants likewise supported advocacy for veterans’ rights, vulnerable groups,
and youth engagement, according to State.’® In media specifically, the Public Affairs Section
assisted programs designed to strengthen independent journalism in Ukraine, particularly in
the regions most affected by Russia’s war.’* Ongoing support aims to bolster the commercial
sustainability of Ukrainian media, thereby ensuring a strong and independent news
ecosystem, State reported.>’

The Public Affairs Section identified the most urgent cases of institutional vulnerability as

a result of Russia’s full-scale invasion and provided support to those working in defense of
Ukrainian cultural heritage, State reported.*® Most grants are planned for a short duration,
having a one-year period of performance and with expectations of implementation and
completion by the end of that timeframe. No grants issued in FY 2024 have completed their
performance periods, according to State.’®

The Embassy, through the Public Affairs Section, and other State entities use a diverse set

of social media platforms to disseminate public messaging on U.S. diplomatic priorities,
State reported.’* The section’s first-priority audiences were the Ukrainian public and media
outlets; the second-priority audience was Western media outside the United States. State
reported that the section used the following metrics to measure the effectiveness of its social
media messaging: number of views, shares and reposts, and headlines generated in local
Ukrainian media.*®! State did not disclose quantitative data on these metrics for the quarter.>>

EDUCATIONAL AND CULTURAL AFFAIRS

State’s Bureau of Educational and Cultural Affairs (ECA) initiated several programs

and grants in Ukraine during the quarter using both base appropriations and Ukraine
supplemental funds.>® Overall, ECA obligated more than $16 million for these programs,
including approximately $11.5 million in base appropriations and $5 million in Ukraine
supplemental funds.>**
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_ PUBLIC DIPLOMACY AND COUNTERING DISINFORMATION

State ECA obligated $11 million to administer recruitment, selection, travel, preparation,
support, and alumni activities for the Future Leaders Exchange high school program for the
2025-2026 academic year. This program is active in 22 countries in Europe and Eurasia.
State reported it plans to include 50 Ukrainian students in the 2025-2026 cohort at an
estimated cost of $1.3 million.>*

State ECA also obligated approximately $459,000 in base appropriations for two additional
efforts under the International Visitor Leadership Program.**® The first effort will bring
Ukrainian public servants, energy experts, and members of civil society to the United States
to “explore approaches and challenges related to the consumption, production, transmission,
distribution, and regulation of [renewable energy sources] and their role in developing a
decentralized energy system in Ukraine.”*®” Under the second effort, 10 rising Polish leaders,
representing Polish organizations and institutions supporting Ukrainian and other refugees

in Poland, will examine federal, state, and local government policies and programs to
resettle and integrate refugees. These refugees arrive through the U.S. Refugee Resettlement

Program as well as through unofficial channels>%

Table 21.

State’s Bureau of Educational and Cultural Affairs Programs and Grants Funded Using Ukraine
Supplemental Funds, April 1 to June 30, 2024

Ukraine Cultural Heritage Initiative Develop capacities for assessing and monitoring damaged cultural heritage sites in

$205.908 Ukraine.
United Nations Educational, Preserve and protect the artistic works of the Ukrainian folk artist Maria
Scientific, and Cultural Organization = Prymachenko and other Ukrainian women artists in Ukrainian museums.
$1,515,000
BridgeUSA Ukrainian Academic Support Ukrainian academics through structured educational and cultural exchange
Fellows Program programs in the United States.
$500,000
Digital Connections Program Implement projects covering a range of goals, including targeted social programs for
$675,000 Ukrainian youth, cultural heritage preservation, and humanitarian relief efforts in
’ the midst of the ongoing conflict.
American Film Showcase Establish a hub in Poland to focus on the inclusion and empowerment of Ukrainian
$300,000 refugees in the digital space, particularly related to Russia's malign influence.
Global Media Makers Develop film projects focused on themes such as culture and identity, expression,
$700,000 freedom, resiliency, independence, and the value of human life.
TechCamp Ensure continued, close consultation and cooperation with Germany on countering
Russia's disinformation, including propaganda surrounding Russia’s unprovoked
$140,000 . .
war against Ukraine.
Alumni Grants Address the limited capacities and capabilities of the Ukrainian police force and
$34,250 authorities in collecting, documenting, and processing evidence of atrocities

committed during the war in Ukraine.

Source: State, response to State OIG request for information, 6/21/2024



ECA also obligated more than $5 million in Ukraine supplemental appropriations for a variety
of educational and cultural exchange and capacity development programs.>® (See Table 21.)

COUNTERING DISINFORMATION

The U.S. Government has led and supported efforts in Ukraine to counter disinformation,
thereby mitigating the negative impact of what State has called “the Kremlin’s self-serving
narratives” and “fake historical narratives” both inside Ukraine and beyond its borders.5®
In Russia-occupied parts of Ukraine especially, audiences have limited access to objective,
independent, and reliable sources of information and news. Populations in these areas are
therefore vulnerable to 