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illions have been provided to rebuild Iraq’s oil and electricity sectors, but 
raq’s future needs are significant and sources of funding uncertain.  From 
iscal years 2003 through 2006, the United States spent about $5.1 billion to 
ebuild the oil and electricity sectors.  The United States also spent an 
dditional $3.8 billion in Iraqi funds on these sectors.  However, Iraq will 
eed billions of additional dollars to rebuild these sectors. The Iraqi 
overnment and donors represent important sources of potential funding.  
owever, the oil and electricity ministries have encountered difficulties 

pending capital improvement budgets because of weaknesses in budgeting 
nd procurement practices and major security challenges.  Moreover, Iraq 
as not made full use of potential international contributions. It is also 
nclear what additional financial commitments, if any, will be provided to 
raq’s oil and electricity sectors as part of a new international compact.    

espite 4 years of effort and the substantial resources expended, production 
n both sectors has consistently fallen below U.S. program goals.  In 
ddition, State’s estimate of Iraq’s oil production levels may be overstated 
ue to inadequate metering that does not allow precise measurement of 
rude oil production.  The Iraqi government projects that it will be able to 
eet the demand for electricity in 2009.  However, these projections assume 

hat the Ministry of Electricity will be assured of the stable supply of the fuel 
eeded for electricity generation, which has been lacking due to poor 
oordination between the oil and electricity ministries.  

 variety of security, corruption, legal, and planning challenges have 
mpeded U.S. and Iraqi efforts to restore Iraq’s oil and electricity sectors.  
he challenging security environment and insufficient protection efforts 
ave continued to place workers and infrastructure at risk.  Corruption, 
muggling, and other illicit activities result in revenue losses and low cost 
ecovery.  Furthermore, the Iraqi government has difficulty attracting foreign 
nvestment because, according to the World Bank, it lacks an adequate legal 
ramework, including comprehensive hydrocarbon legislation that would 
overn distribution of future oil revenues and granting of exploration rights. 
inally, although the oil and electricity sectors are mutually dependent, the 

raqi government lacks integrated planning for these sectors, which has led 
o inefficient management of the country’s resources.   

raqi Reported Crude Oil Production, Exports, and U.S. Goals, June 2003 through December 
006 

illions of barrels per day
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3.0 Production capacity goal

Export goal
ince 2003, the United States has 
rovided several billion dollars in 
econstruction funds to help 
ebuild Iraq oil and electricity 
ectors, which are crucial to 
ebuilding Iraq’s economy. For 
xample, oil export revenues 
ccount for over half of Iraq’s gross 
omestic product and over 90 
ercent of government revenues. 
he U.S. rebuilding program was 
redicated on three key 
ssumptions: a permissive security 
nvironment, the ability to restore 
raq’s essential services to prewar 
evels, and funding from Iraq and 
nternational donors.   

his report addresses (1) the 
unding made available to rebuild 
raq’s oil and electricity sectors, (2) 
he U.S. goals for these sectors and 
rogress in achieving these goals, 
nd (3) the key challenges the U.S. 
overnment faces in these efforts. 

What GAO Recommends  

his report recommends that the 
ecretary of State, in conjunction 
ith relevant U.S. agencies and 

nternational donors, work with 
raqi ministries to develop an 
ntegrated energy strategy.  State 
ommented that the Iraqi 
overnment, not the U.S. 
overnment, is responsible for 
aking action on GAO’s 
ecommendations. GAO believes 
hat these recommendations are 
till valid given the billions made 
vailable for Iraq’s energy sector 
nd the U.S. government’s 
nfluence in overseeing Iraq’s 
ebuilding efforts. 
United States Government Accountability Office

Source: Iraq Ministry of Oil estimates collected by State Department’s Iraq Reconstruction and Management Office.
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