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Mr. Chairman, the efforts to rebuild Iraq are failing. The Administration has spent
literally billions of taxpayer dollars on reconstruction in Irag, vet progress has been hmited or
nonexistent and much of the money has been squandered.

Today, | am releasing a report that compares the Administration’s rhetoric with the

reality on the ground two and a half vears after the invasion. The report finds that the
Administration has failed to deliver on its promises in three of the most important reconstruction
sectors in Iraq: oil, electricity, and water.

Today’s testimony by Mr. Bowen, the Special Inspector General for Iraq Reconstruction,
confirms these findings. He too has concluded that there is a great chasm between what the
Administration has promised and what it has delivered. Mr. Bowen calls this the
“Reconstruction Gap.”

How big is the reconstruction gap? Here’s what we found in our report.

In the 01l sector, the Administration said two years ago that it would restore pre-war oil
production levels so that Traq could “finance its own reconstruction.” But today, Iraq’s oil
production and export levels are still well below pre-war levels. We’ve spent over 52 billion,
and the situation 1s actually worse than when we arrived. According to Mr. Bowen’s testimony,
Iraqis don’t even expect to reach pre-war production levels by January 2006.

In the electricity sector, the Administration promised to increase Iraq’s peak electricity
output to 6,000 megawatts. Two years later — after spending over $4 billion — peak output
remains stagnant at about 4,600 megawatts, nearly the same as it was before the war began. In
fact, embassy officials m Baghdad told our staffs in August that “Jw]e’{l never meet demand.”

In the water sector, the Administration promised that 90% of Iraqis would have access to
clean, drinkable water. But despite spending over a billion dollars, we’re nowhere near this goal.
Today, a third of Iraqis still lack access to potable water, close to the pre-war conditions. And
these figures, which come from the embassy 1n Baghdad, may be overly optimistic. The




Government Accountability Office asked for documentation of any progress in providing clean
water to Iraqi families, but the Administration could provide none.

How did this happen? Why is the reconstruction failing?

In my view, there are several reasons. First, the Administration failed to provide a secure
environment for the reconstruction. This has caused long delays and soaring security costs.
GAO found that security costs exceed 25% of spending under some contracts, which forces
billions of dollars to be diverted from reconstruction projects. The Administration argues that
these security costs are unexpected, but they were warned repeatedly about the likelihood of a
vicious, lengthy insurgency.

The Admimistration’s flawed contracting approach has also contributed greatly to the
reconstruction gap. Instead of maximizing competition, the Administration opted to award
enormous cost-plus, monopoly contracts to favored contractors like Halliburton. Then it turned
over key oversight responsibilities to other private contractors with blatant conflicts of interest.

The Administration’s failures in the reconstruction effort have very real consequences.
We’re not building what needs to be built to meet the basic, everyday needs of Iragis. Our
nation’s credibility is being further eroded. And American taxpayers are losing confidence in the

entire enterprise.

Despite this horrendous record, the Bush Administration presses on, apparently in a state
of denial. Vice President Cheney said just this month that progress in Iraq was “superb.” This
statement is totally disconnected {from reality. It’s not based on any real measurement of

Progress.

The first step toward reform must be transparency and accountability. That is why I hope
that the report I am releasing today — and the testimony of the expert witnesses before us — will
contribute to greater understanding of the problems crippling the reconstruction effort.

When Hurricane Katrina hit, the President and other senior Administration officials told
the public that everything was under control and the response was proceeding smoothly. But
because the hurricane struck a major American city and the pictures of devastation were
broadcast on TV sets around the nation, the public could see how hollow these reassurances

wWere.

The same disconnect between Administration assurances and reality is occurring in Iraq.
But because the country is so far away — and security concerns make it hard for even intrepid
journalists to cover the story — few people fully understand how disastrous the reconstruction

effort has been.

This hearing 1s one step m providing a measure of accountability. T commend the
Chairman for his efforts, and I look forward to the testimony of today’s witnesses.



