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July 28, 2025

The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol
Sacramento, California

Dear Governor and Legislative Leaders:

The Office of the Inspector General, California High-Speed Rail (OIG-HSR) presents this report
summarizing the organizational development efforts and the reviews of the California high-speed rail
project (project) that it is has completed since the office was first formed in September 2023. State
lawmakers established the OIG-HSR to improve oversight of the project and, in addition to hiring a
management team and staff and establishing its first-ever policies and procedures, the OIG-HSR
has issued three operational review reports and three reviews of the accuracy and completeness of
the Authority’s business plans and project update reports. In doing so, the OIG-HSR has published
over 20 different recommendations to improve the Authority’s administration of the project and
enhance the transparency of its project reporting. This report summarizes the status of the
Authority’s implementation of those recommendations.

The OIG-HSR also includes within this report a description of its mission, values, and organizational
accomplishments, as well as its work plan and goals for the upcoming fiscal year. As further
described in this report, we independently developed this work plan following a comprehensive risk
assessment of the project. As part of that process, we gave opportunities to Authority executives,
legislative staff, and representatives of the Administration to provide feedback on project risks and a
draft of the work plan. In fulfillment of our stated values, we continue to build trust with the Authority
and project stakeholders by operating in an open, objective manner; the publication of this and
future annual reports is part of that ongoing effort. We welcome any feedback you or other project
stakeholders may have and look forward to a productive upcoming fiscal year continuing to provide
the quality oversight state lawmakers envisioned when establishing this office.

Respectfully submitted,

Benjamin M. Belnap, CIA
Inspector General, High-Speed Rail
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About the Office of the
Inspector General

Formation

State lawmakers established the independent Office of the Inspector General, California High-
Speed Rail (OIG-HSR) to improve oversight of the California high-speed rail project (project).
Following the selection process outlined in state law, the Governor announced the selection of
California’s first Inspector General of the High-Speed Rail in September 2023. Since that time, the
Inspector General has hired a complete management team and four staff, and has state budget
approval to hire a general counsel and four more staff. In addition to recruiting and hiring, the OIG-
HSR has established policies and procedures for conducting its reviews of the project and for
maintaining an independent office, as further described in this annual report.

Mission and Values

The OIG-HSR is tasked with improving oversight and accountability of the project by conducting
independent, objective reviews of the High-Speed Rail Authority’s (Authority) planning, delivery, and
operation of the project. State law also gives the OIG-HSR authority to investigate complaints of
fraud, waste, abuse, and nonconformance with laws and rules, as well as allegations of
mismanagement.

OIG-HSR team members conduct themselves in accordance with the highest degree of professional
standards and the following values:
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e Building Trust: We cultivate trust by conducting every review in an open, objective manner
and by effectively managing conflict using a respectful and productive approach.

e Producing Results: We continually develop our understanding of the project so that our
reviews address the practical realities of the project, increase clarity for decision makers,
and result in measurable progress.

e Fostering Growth: We continually improve as a team and as individual team members by
holding ourselves to high standards of performance, by seeking and effectively responding
to feedback, by trusting one another to make decisions and learn from mistakes, and by
fostering professional growth in a way that respects the need for work-life balance.

Through the consistent application of these values, the OIG-HSR increases transparency of and
trust in the high-speed rail effort and develops practical solutions to complex challenges facing the
State’s largest transportation project.

Statutory Authority

Public Utilities Code 187000 through 187038 created the OIG-HSR and assigned the office with
authority and responsibility for:

e Performing audits, reviews, and investigations.

Reviewing the Authority’s procurement and contractor oversight.

Evaluating the Authority’s project planning and cost and schedule estimates.

Monitoring the Authority’s progress in completing the project.

Providing guidance on effective practices for capital project management and
administration.

To facilitate its mandate, state law provides the OIG-HSR access to all project-related records and
property held by the Authority or any of its contractors. In general, the OIG-HSR issues public
reports upon completion of an audit, review, or investigation detailing relevant findings, conclusions,
and recommendations.

Independence

Public Utilities Code 187020(b) establishes that the OIG-HSR is an independent office that is not a
subdivision of any other governmental entity, including the Authority. This independence helps
provide assurance that the work, opinions, conclusions, judgments, and recommendations of the
Inspector General and staff are objective and impartial.
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In fulfilling its duties, the OIG-HSR adheres to the Principles and Standards for Offices of Inspector
General (Standards) promulgated by the Association of Inspectors General (AIG)—a national
professional organization with the mission of promoting excellence in the inspector general
community. The AIG Standards specify that the inspector general and OIG staff should be free from
personal or external impairments to independence and should constantly maintain an independent
attitude and appearance. To implement these requirements and fuffill its statutorily independent role,
the newly formed OIG-HSR has spent the past year developing policies and procedures that
implement professional standards, and OIG-HSR management continues to partner with state
lawmakers to identify and mitigate any structural threats to independence as they arise.
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OIG-HSR’s Published Reviews

Reviews of Authority Annual Reports

Public Utilities Code 187030 directs the OIG-HSR to review the Authority’s plans and estimates for
advancing the project as well as monitor the Authority’s progress toward the successful completion
of the Merced-to-Bakersfield (M-B) segment. The OIG-HSR fulfills this requirement, in part, by
reviewing each of the Authority’s business plans and project update reports (annual reports). State
law requires the Authority to publish a business plan in even-numbered years and project update
report in odd-numbered years, as well as establishes required content and specific deadlines for the
annual reports’ publication. Both types of annual report are required to include updated information
about costs, schedule, progress, and funding. The OIG-HSR has reviewed three such annual
reports: the Authority’s 2023 Project Update Report, its 2024 Business Plan, and its 2025 Project
Update Report.

As part of its reviews, the OIG-HSR determines whether each annual report contains the information
required by state law. The OIG-HSR also reviews the underlying evidence for each annual report’s
content to help ensure that the statements made in the reports are supported and do not omit
important context or relevant information. Upon completion of each review, the OIG-HSR issues a
public letter summarizing the results of its review and making any necessary clarifications for
stakeholders to consider. Those letters also generally include recommendations to the Authority for
improving the clarity and usefulness of future annual reports.

Our review of the 2023 Project Update Report, published in January 2024, found that the Authority,
in general, appeared to have a reasonable basis and adequate support for the information
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contained in the report. However, we also determined that the Authority could improve the
usefulness of its annual reports by adding more specificity to its funding plans, including ideal and
critical dates for securing funding to keep the project on its current schedule.

The OIG-HSR's review of the 2024 Business Plan included a review of the public draft issued by the
Authority in February 2024. We then worked with the Authority to improve the clarity and
completeness of the draft, and as a result, the Authority was able to address several of our
concerns in the final business plan adopted in April 2024. We determined that, in the final plan, the
Authority had made progress toward implementing our recommendations regarding its funding
plans, but that additional work was needed to inform stakeholders about the timing and prospects
for needed funding.

In March 2025, the Authority released an incomplete 2025 Project Update Report, acknowledging
that the report did not contain information for several requirements regarding the project’s schedules
and costs and indicating it would issue a supplemental report in the summer of 2025 that contained
this required information. The OIG-HSR determined that the information the Authority did include in
the report was generally accurate but also published several clarifications regarding the status of
issues such as construction quality management and the ongoing assessment of project risks.

Operational Reviews

In addition to its reviews of the Authority’s annual reports, the OIG-HSR regularly performs and
publishes the results of self-initiated reviews into the project’s funding, planning, and progress—
including the Authority’s administration thereof. The OIG-HSR determines the subjects of these
reviews through its annual risk assessment process, which catalogues and ranks the largest and
most pressing challenges the project faces. This annual assessment ultimately results in the office’s
annual work plan, discussed in more detail below.

During fiscal year 2024-25, the OIG-HSR completed three such operational reviews. In each case,
consistent with priorities state law outlines for the project, we focused on a different aspect of the
Authority’s ability to deliver the M-B segment. The results are summarized in the below table and
discussed in more detail thereafter. All OIG-HSR recommendations made to date are discussed in
detail at the end of this report.
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Summary of OIG-HSR Operational Reviews Published in 2024-25

Report

Funding
(October 2024)

Schedule
(February 2025)

Pre-
Construction

(February 2025)

Funding

Positive Findings Areas of Concern

Applied for wide
range of federal
grants

Process in place
for monitoring
schedule;
documented
schedule design
processes align
with best practice

Draft procedures in
place to ensure
construction
readiness

Unrealistic
expectations for
federal funding

Increasing threats
to schedule
envelope; lack of
comprehensive
risk analyses

Significant delays
to securing
needed
agreements with
third parties

Recommendations

Improve funding
plans; seek other
sources of funding

Conduct more robust
risk analyses;
evaluate and report
on contingency plans

Pursue statutory
authority to improve
negotiating position;
review and streamline
internal processes

The OIG-HSR’s first operational review, published in October 2024, focused on the availability of
and prospects for the funding required to complete the M-B segment as envisioned by the Authority.
We selected this topic for our first review because of the issue’s importance to the project’s
immediate future. The review determined that the segment was facing a funding gap of roughly $6.5
billion based on the Authority’s cost estimates at the time.

During our review, the Authority explained that it intended to fill the majority of the funding gap with
future federal grants, building upon the success of a $3 billion federal award earlier in 2024.
Although we commended the Authority for applying for federal funds under a wide range of grant
programs, our analysis concluded that even with some additional success in obtaining future grants,
it was likely that the Authority would still be facing a significant, fast-approaching funding gap that
threatened the segment’s construction schedule. Based on these conclusions, we made
recommendations to the Authority that built upon those we had previously made regarding the
quality and detail of the funding information the Authority includes in its annual reports to state
lawmakers. We also encouraged the Authority to more actively consider other prospects for
securing near-term funding, such as federal loans, and work with lawmakers to consider any
changes to the project’s current state revenue sources that might be necessary.
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Schedule

In February 2025, the OIG-HSR published two more reviews regarding the M-B segment. The first
of these two reviews focused on the status of, and the Authority’s efforts to manage, the schedule
for designing and completing the segment. The OIG-HSR conducted this review based on our
observed risk that the schedule, first released in March 2023 and reaffirmed by the Authority in April
2024, may no longer account for the most up-to-date conditions and risks.

The review found that the Authority had established a process for monitoring schedule status and
that the Authority’s project schedule processes aligned with published best practices. However, we
also concluded that the segment’s 2030 completion date had been pushed back to 2031 and that,
as a result of this fact and other risks we evaluated, it was unlikely that the Authority would be able
to complete the segment—as then envisioned—within the 2033 schedule envelope it established.
Reasons for these shifts in schedule and associated risk to the envelope included ongoing work on
the 119-mile-Central-Valley segment under construction, shifts by the Authority from its existing
procurement and funding strategies, and the absence of a comprehensive statistical schedule risk
analysis for the segment. We made recommendations to the Authority in these areas, several of
which focused on conducting a more comprehensive risk analyses and updating lawmakers about
the resulting risks and feasible options to begin services on a more limited segment within the
schedule envelope. The Authority indicates that it will describe a re-envisioned M-B segment in the
supplemental report to be published this summer.

Pre-Construction

Later in February 2025, the OIG-HSR released a report concerning the status of activities needed to
prepare the Merced and Bakersfield extensions of the overall 171-mile segment for construction.
We initiated this review based on the significant challenges the Authority has historically faced in
obtaining and clearing right of way on the 119-mile segment. Crucially, these activities rely on
successful coordination and negotiation efforts with third parties, such as public and private utilities.

Our review found that the Authority had implemented new procedures that, going forward, may help
it avoid some of the costs and delays associated with moving into construction too soon. However,
those procedures do not fundamentally improve the Authority’s ability to efficiently achieve
construction-ready status for the extensions. Indeed, we confirmed that the project was behind
schedule in securing the agreements needed to finalize right-of-way planning and design the
relocation of utilities that conflict with future construction. We concluded that, although the
Authority’s inefficient internal processes for reviewing third-party agreements contributed to delays,
some of the delays were driven by the third parties and were beyond the Authority’s control.
Specifically, documentation we reviewed showed that some third parties were slow to engage with
the Authority or turn around work products. The Authority responded to our observations by noting
that third parties lack incentive to engage in the process, which requires work on their part that
would not otherwise need to be performed. Our published report included recommendations to the
Authority to strengthen its internal processes, but also to work with state lawmakers to identify
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statutory changes that would improve its ability to effectively and efficiently engage with third
parties.

Annual Risk Assessment

The OIG-HSR maintains a planning system for assessing the nature, scope, trends, vulnerabilities,
special problems, and inherent risks of the project’s programs and operations, and uses that system
in establishing the goals, objectives, and tasks to be accomplished by the OIG-HSR within the
subsequent year. The OIG-HSR'’s goals and objectives are then documented in a work plan. The
OIG-HSR has developed a strategy for screening those programs and operations identified as
potential subjects for review by assessing the likelihood, impact, and timing of their associated risks.
We then evaluate these risks in consideration of OIG-HSR’s capabilities, programs, and resources
so that we manage the office’s resources effectively and maximize the positive impact of our work.

Work Plan for Fiscal Year 2025-2026

Our annual risk assessment, completed Summer 2025, informed the development of the following
work plan for the upcoming fiscal year.

Fiscal Year 2025-2026 Work Plan

Cost Estimates: To Be Conducted in Summer 2025
Background and Purpose Objectives

In the 2025 Project Update Report., the Authority | e  Assess the Authority’s most recent cost

stated that it was revising its cost estimates estimates for the M-B segment. Identify
through a complete and bottom-up review of its changes in scope compared to the previous
cost methodologies. Based on the initial P65 cost estimate, evaluate support for costs, and
estimate, the Authority estimates a $3.2 billion assess the reasonableness of key

increase for the M-B segment from its 2023 assumptions within the estimate.

estimate for the segment. The Authority plans to
release broader cost estimates later this year.
This engagement will examine the quality and
consistency of the Authority’s process for
developing and updating reliable cost estimates,
identify efforts to control cost increases through
the estimation process, and assess the reasons
for significant changes from prior cost estimates. | e Where needed, develop recommendations
for improving the accuracy and reliability of
cost estimates to ensure stakeholders have

o Evaluate the Authority’s policies and
procedures for estimating costs and
ensuring their reliability, including how the
Authority incorporates design changes into
its cost estimates and seeks to limit cost
increases.
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accurate and reliable information upon
which to base decisions.

Environmental Requirements: To Be Conducted in Summer 2025

Background and Purpose

The Authority must comply with certain state and
federal environmental requirements in designing
and constructing the project. Compliance with
these requirements may incur significant costs
and cause delays. This engagement will assess
financial and project schedule impacts of
environmental requirements and determine
whether the State has options for avoiding these
additional project costs and schedule delays.

Construction Quality: To Be Conducted in Fall 2025

Background and Purpose:

In 2023, the Authority began implementing a new
construction quality program to play a more active
role in construction quality oversight. The 2025
Project Update Report lists construction quality as
a key issue that has been successfully mitigated;
however, OIG-HSR’s review of the project update
report as well as our annual risk assessment
determined that risks related to construction
quality remain. This engagement will evaluate the
Authority’s oversight of construction quality.
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|dentify the relevant state and federal
environmental requirements that have
potentially significant financial and schedule
impacts for the project and determine the
approximate magnitude of these impacts.

Assess whether the Authority’s processes
for complying with the identified
requirements are creating unnecessary cost
increases and schedule delays.

Recommend possible solutions, including
improvements to the Authority’s processes,
as well as those that could be implemented
by state lawmakers, to improve the
efficiency and effectiveness of the
program’s adherence to environmental
requirements.

Objectives

Review the Authority’s policies and
procedures for construction quality
oversight. Evaluate the status of any
ongoing changes to those policies and
procedures or to the Authority’s staffing and
organizational structure.

Assess whether the changes the Authority
has made to its construction quality
program have resulted in improved
construction quality, including identifying
any ongoing or unresolved construction
nonconformance issues.
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e Develop recommendations for improving
any identified weaknesses in the Authority’s
construction quality oversight.

Right-of-Way Acquisition Schedule and Delivery: To Be Conducted in Fall 2025

Background and Purpose

The Authority needs to acquire the necessary
land for right of way prior to beginning major
construction on the Merced and Bakersfield
extensions. Delays in acquiring right of way will
subsequently delay construction and potentially
increase costs. This engagement will assess the
Authority’s process for acquiring the necessary
right of way, determine whether right-of-way
delivery is on schedule, and evaluate the
Authority’s efforts to mitigate the risks associated
with any delays in right-of-way delivery.

Objectives

o |dentify the Authority’s baseline schedule
for right-of-way delivery, determine how the
Authority created the schedule, and
compare the status of the Authority’s right-

of-way acquisitions to its baseline schedule.

e Evaluate the Authority’s policies and
procedures for acquiring right of way,
including its oversight of any consultants or
contractors involved in the process, to
determine if these procedures and
oversight enable it to acquire right of way
efficiently and on schedule.

e Recommend possible solutions, including
those that could be implemented by state
lawmakers, to improve the timeliness and
efficiency of right-of-way delivery.

Managing Third-Party Conflicts: To Be Conducted in Spring 2026

Background and Purpose

The Authority’s ability to successfully build and
operate high-speed rail depends on resolution of
conflicts and successful coordination with third
parties, such as utility owners, private
landowners, and local governments. In many
cases, this involves the Authority negotiating the
purchase of land, obtaining permits to enter
property, or designing and relocating a utility.
Third parties may demand higher prices for
property, betterments to utility designs, or other
concessions. This engagement will assess the
Authority’s processes for keeping these activities
cost-effective and preventing fraud, waste, and
abuse.
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e Evaluate the Authority’s policies and
procedures for managing the costs of land
purchases and utility relocations.

e Assess a selection of actions related to
right of way and utility relocations, such as
land purchases, right-to-enter permits, or
design approvals, to determine if the
Authority had sufficient controls in place to
ensure reasonable costs and to prevent
fraud, waste, and abuse.

e Recommend possible solutions, including
those that could be implemented by state
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lawmakers, to mitigate the risks associated
with third-party conflicts.

Change Order Review Process: To Be Conducted in Spring 2026

Background and Purpose

Change orders are agreements between the
Authority and its contractors for changes in scope
to existing construction contracts and can modify
the work required in contracts or alter the amount
of time the contractor has to complete existing
work due to unforeseen circumstances. The
Authority’s existing construction contracts have
had numerous, costly change orders, with some
amounting to more than $100 million. This
engagement will assess the Authority’s process
for reviewing and approving change orders in
order to determine whether the Authority is
ensuring the change orders are for necessary
costs and assessing alternatives to keep costs
lower.

Objectives

Evaluate the Authority’s policies and
procedures for approving contractor change
orders.

Evaluate a selection of change orders to
determine whether the Authority followed
established policies and procedures to
appropriately approve or deny the
requested changes and assessed whether
less costly alternatives existed.

Recommend possible solutions to mitigate
the risks of change orders and their impact
on program cost and schedule.

During Summer and Fall of 2025, staff will also review the Authority’s supplemental report to the
2025 Project Update Report when it becomes available. Through Winter and Spring 2026, staff will
review the Authority’s 2026 Business Plan. During Spring and Summer 2026, the OIG-HSR will
again conduct its annual risk assessment, described above, and subsequently develop the office’s
work plan for fiscal year 2026-2027. These activities and the reviews they generate are performed
by the OIG-HSR in addition to its investigative work and the other analyses and activities described

throughout this report.
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Investigation Activities

Among the OIG-HSR's other responsibilities, the OIG-HSR may receive and investigate complaints
concerning alleged violations of law, rules, or regulation as well as conduct that could amount to
mismanagement, abuse of authority, gross waste of funds, or a substantial and specific danger to
the public health and safety. Complaints may come from any person, including members of the
public. The OIG-HSR is generally prohibited by law from disclosing the identity of a complainant that
is an employee of the Authority or one of its contractors but treats seriously the confidentiality of any
complainant or individual that assists in an investigation, including members of the public.

To receive complaints, the OIG-HSR operates a whistleblower hotline and email account. Once
collected, complaints are reviewed to assess the OIG-HSR’s jurisdiction. For example, state law
prohibits the OIG-HSR from investigating personnel issues regarding employees of the Authority,
which the law defines as including but not limited to hiring and promotional decisions, workplace
harassment, or discrimination. Next, OIG-HSR staff determine whether the allegation, if true, would
violate relevant laws, regulations, or rules, or otherwise amount to mismanagement, misconduct, or
abuse. During this process, the OIG-HSR works with complainants, reviews documentation, and
interviews Authority staff as needed to understand the specific concerns in question, the potential
negative impacts of the alleged issue on the project, and what evidence exists to enable an
investigation. Using this process, the OIG-HSR designates some complaints for investigation and
resolves others without opening investigations. To date, the OIG-HSR has received and processed
37 total allegations. As of July 2025, nine of those allegations are under active investigation. Of the
remaining 28, 17 are pending review and 11 have been resolved without investigation.
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Other Accomplishments

Building the OIG-HSR

As an entirely new government entity that is independent from all existing departments and
agencies, the OIG-HSR represents a rare set of opportunities—and corresponding challenges—for
effectively and efficiently delivering important oversight and tangible benefits to the State. Since his
appointment in September 2023, the Inspector General and the growing OIG-HSR staff have
established an office structure, adopted professional standards and procedures, recruited talented
colleagues dedicated to improving government, helped strengthen our governing statutes,
developed key relationships with the Authority and a wide range of stakeholders across
government, and built vital administrative functions from the ground up—all while delivering the work
discussed throughout this annual report.

Staffing and Structure

In Fall 2023, the first-ever Inspector General established an operational structure for the OIG-HSR
that would allow it to successfully meet its parallel mandates of conducting self-generated audits
and reviews and addressing whistleblower complaints and allegations as they are received.
However, although it had established a core management group, the lack of a formally approved
budget for the office meant that the OIG-HSR began the 2024-25 fiscal year without having filled
any of its staff positions. During the fiscal year, the office conducted more than a dozen rounds of
recruitment and hiring processes for these positions. The office’s high standards for professionals
able to demonstrate both the OIG-HSR’s core values as well as engage with its highly technical
subject matter, along with a competitive hiring environment, leave the office with only half of its
approved staff positions filled as of the end of fiscal year 2024-25. Despite being significantly
understaffed, the OIG-HSR met all of its statutory obligations and also issued three of its planned
five operational reviews before the end of the year and is currently in the process of completing a
fourth.

Strengthening Governing Statutes

Over the past year, OIG-HSR leadership has worked collaboratively with state lawmakers to
enhance its establishing statues from a perspective of access and oversight, independence, and
confidentiality. For example, legislation enacted as part of the State’s 2024-25 budget included
language to more explicitly define the OIG-HSR'’s access to project-related documentation in the
possession of the Authority’s contractors, who serve diverse and key roles in delivering high-speed
rail. At the same time, the OIG-HSR helped strengthen language intended to protect the identity of
whistleblowers who may be employed by one of those contractors. The OIG-HSR also benefitted
from cooperation between the Governor’s administration and the Legislature that helped strengthen
the office’s budgetary independence.
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Professional Standards and Association

To build upon its statutory responsibilities and independence, and to help ensure the objectivity and
quality of its work, the OIG-HSR has adopted the Principles and Standards for Offices of Inspectors
General, promulgated by the Association of Inspectors General (AIG).. In its statement of principles
for offices of inspectors general, AlG stresses that such offices are judged by the results of their
efforts and the timeliness, accuracy, objectivity, fairness, and usefulness of these results. Out of
fundamental agreement with these principles, and by adopting the associated standards as its own,
the OIG-HSR has committed to meeting requirements for the objectivity and quality of its work,
including the means by which it conducts and reports on the results of its reviews, investigations,
and audits.

Over the past year, OIG-HSR staff have participated in national AlG training events and seminars,
as well as consulted with transportation-specific OIGs at the federal, state, and local levels.

Several of OIG-HSR’s management have earned professional certifications from the AIG specific to
the duties of inspectors general. In the coming year, the OIG-HSR intends to expand these activities
throughout our office and has entered into a formal agreement with AlG to more readily allow OIG-
HSR staff to participate in and benefit from professional development opportunities in California and
elsewhere in the country.

Collaboration with State Partners

Although an independent entity under state law, the success of the OIG-HSR depends on its ability
to successfully engage with stakeholders of the project and partner with other state agencies to
meet its mission and administrative obligations.

Project Stakeholders

Given its size and scope, the project touches many constituencies in California. For the same
reason, and to ensure it meets its obligation to deliver meaningful findings and recommendations for
the project, the OIG-HSR must establish strong and open communication with Authority leadership
and staff, the Governor’s Office, the Legislature and its staff, and other bodies charged with
supporting and overseeing the project. To that end, the OIG-HSR has established working
relationships with these groups that include regular meetings and briefings about the OIG-HSR's
planned work and the results of work already completed—uwith these discussions focused on the
stakeholders’ specific role in overseeing the project. The OIG-HSR also maintains a formal
distribution list for all published work products that further helps ensure stakeholders remain aware
of key developments in our oversight of the project.

In addition to these events and ongoing engagement with Authority staff and the public through the
OIG-HSR's risk assessment and whistleblower activities, respectively, the OIG-HSR regularly fields
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ad hoc requests for information from lawmakers and other project stakeholders. To better facilitate
that process, and consistent with the roles outlines in Public Utilities Code Sec. 187030, the OIG-
HSR has developed and formally adopted a policy outlining the process by which it receives and
considers requests for reviews or related analyses from these stakeholders. As with the OIG-HSR’s
relationship building more generally, this policy allows for increased input from and communication
with stakeholders without compromising the OIG-HSR’s independence or the authority of the
Inspector General to direct the office’s work based on an objective determination of risks to and
value for the project.

Administrative Partnerships

As a brand-new state governmental entity, the OIG-HSR has depended on administrative
relationships with state control agencies and the Authority itself. Fiscal year 2024-25 represented
the first full budget year for the office. With support from the Department of Finance and the
Legislature, the OIG-HSR secured needed funding to staff its operations and expand its hiring
activities. During the fiscal year, the OIG-HSR worked with those same entities as well as the
California Department of Technology to initiate and pursue funding for software that will allow the
OIG-HSR to more effectively and securely conduct its review and investigation responsibilities. Our
office is now in the process of identifying, procuring, and implementing that software.

Finally, the OIG-HSR receives a range of vital administrative services from the Authority itself. As a
small department, the OIG-HSR is not resourced to provide for itself certain necessary but resource-
intensive services, such as payroll processing and facilities management. To determine which of
these services the Authority could provide without posing any risk to the OIG-HSR'’s independence,
its management conducted a review of all needed services in the context of the OIG-HSR’s
statutory responsibilities and professional standards. To formalize this arrangement and its scope,
the OIG-HSR plans to enter into an administrative agreement with the Authority in the coming year.

Goals for the Coming Year

Complete Review of 2025 Project Update Report

Upon releasing the 2025 Project Update Report in March 2025, the Authority announced that it
would be following up with a supplemental report by the end of summer that included updated
information the March version did not contain. Consistent with its statutory responsibilities, the OIG-
HSR will be performing a review of the information in that supplemental report and issuing its letter
to be as timely as possible. The review will also include an assessment of the relevant
recommendations still pending to the Authority, which are listed in the following section. The OIG-
HSR will undertake this review in addition to the planned work discussed in the fiscal year work plan
and its review of the Authority’s 2026 Business Plan.
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Ongoing Hiring Activities

As mentioned above, the OIG-HSR has filled just half of its staff positions. As such, and with limited
administrative resources, the office continues to prioritize recruitment and hiring efforts to ensure it
secures the most talented individuals who are dedicated to improving the project and to public
service more broadly. Despite being at less than half staff for the majority of the fiscal year, the OIG-
HSR successfully completed three of its planned five operational reviews and initiated work on a
fourth, expected to be published in Fall 2025.

Implementation of Software Projects

Late in fiscal year 2024-25, the OIG-HSR entered the state’s project approval lifecycle for two
information technology projects: the acquisition of whistleblower protection and investigative
software as well as software to support its performance of audits and reviews. As a brand-new
department without procurement authority and with limited internal IT resources, the OIG-HSR is
partnering with the California Department of Technology and the Department of Finance to deliver
these projects. Understanding both the urgency of these solutions to the office’s mission and the
importance of minimizing resources used to achieve them, the OIG-HSR plans to complete the
lifecycle process—including procurement of needed software products—in the 2025-26 fiscal year.

ANNUAL REPORT | Other Accomplishments
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Status of
Recommendations

Commencing with its review of the Authority’s 2023 Project Update Report, the OIG-HSR has made
a range of recommendations to the Authority intended to improve management, delivery, and
oversight of the project. Given the content and schedule of the Authority’s annual reports, many of
the OIG-HSR'’s recommendations have been aimed at enhancing the value of the information
provided in those reports, including information related to the project’s funding and schedule. Other
recommendations have focused on improving internal processes at the Authority or encouraging the
Authority’s leadership to work with state lawmakers on needed statutory and regulatory changes.

The OIG-HSR follows up with the Authority regarding the status of these recommendations at
intervals that correspond to the time frames included in the recommendations themselves. As such,
much of the OIG-HSR’s monitoring to date has occurred during its reviews of subsequent annual
reports. The below table lists all recommendations the OIG-HSR has made to the Authority since
the office’s inception. In part because the Authority has yet to publish a complete annual report for
2025, many of the OIG-HSR'’s recommendations are still pending.
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Recommendation
Status

Pending

In-Progress

Fully Implemented

Partially Implemented

Not Implemented

Will Not Implement

Description

Recommendation has been made, but the deadline for implementation
has not passed

The Authority provided evidence that it is in the process of
implementing the recommendation, but that it is not yet complete

The Authority provided evidence that supports it fully implemented the
recommendation

The Authority has taken some action, but the OIG-HSR determined
the recommendation is only partially implemented

Deadline to implement the recommendation passed, but the Authority
had not taken any action

The Authority stated it will not implement the recommendation

Status of OIG-HSR Recommendations

Issue Recommendation Status Comments
Funding Recommendation 23-PUR-01 Partially The Authority improved its
Plans Implemented | funding plan by identifying

ANNUAL REPORT | Status of Recommendations

Beginning with its 2024
Business Plan, the Authority
should provide in its annual
report funding plans greater
specificity regarding when
additional funds need to be
identified and committed for
any unfunded Merced-to-
Bakersfield segment
components. At a minimum,
this additional detail should
provide state lawmakers with a
range of timeframes, spanning
from ideal to critical, for
additional funding that would
help keep the Merced-to-
Bakersfield segment on
schedule, including an analysis

federal grant opportunities for
unfunded components of the
Merced-to-Bakersfield segment
and specifying the last dates to
secure funding and still
complete the segment inside
the 2030-2033 schedule
"envelope." However, these
actions did not fully implement
our recommendation. We
specified additional actions the
Authority should take to
improve its funding plan in
Recommendations 24-BP-01,
24-BP-02, and 24-BP-03.
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Issue

Cost
Estimates

Funding
Plans

Recommendation

of the prospects of receiving
federal funds for unfunded
components and the potential
need for additional state funds.
(Review of Authority’s 2023
Project Update Report, January
2024)

Recommendation 23-PUR-02

Prior to publishing its 2024
Business Plan, the Authority
should draft and seek board
approval for a policy that
describes the conditions under
which it will update cost
estimates in its annual reports.
The policy should include a
description of how the status of
key design milestones—
including records of decision—
affects decisions to update cost
estimates. (Review of
Authority’s 2023 Project
Update Report, January 2024)

Recommendation 24-BP-01

To provide state lawmakers
and other project stakeholders
with the information they need
to make key decisions, the
Authority should continue to
refine its published funding
plan and the underlying
analytical support for that
funding plan to provide, for
each unfunded component, a
range of dates by which
funding must be identified and
secured that aligns with both
ends of the segment’s
schedule “envelope." (Review
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Status

Fully
Implemented

Not
Implemented

Comments

In April 2024, the Authority
implemented this
recommendation when it
proposed, and its board
adopted, a policy outlining the
circumstances under which it
will update capital cost
estimates in its annual reports.

The Authority agreed with the
general recommendation to
continue to refine information
on program funding but did not
specifically respond to the
recommendation that it should
provide a range of dates for
when funding would have to be
secured to keep the project on
target for the front end of its
project schedule window.
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Issue

Funding
Plans

Funding
Plans

Recommendation

of Authority’s 2024 Business
Plan, May 2024)

Recommendation 24-BP-02

To provide state lawmakers
and other project stakeholders
with the information they need
to make key decisions, the
Authority should continue to
refine its published funding
plan and the underlying
analytical support for that
funding plan to analyze the
relative prospects of receiving
federal funds from the named
programs in time to keep the
Merced-to-Bakersfield segment
on schedule and should
summarize this analysis in its
annual reports. (Review of
Authority’s 2024 Business
Plan, May 2024)

Recommendation 24-BP-03

To provide state lawmakers
and other project stakeholders
with the information they need
to make key decisions, the
Authority should continue to
refine its published funding
plan and the underlying
analytical support for that
funding plan to provide state
lawmakers with clear
information on whether and
when additional funds, beyond
those that can be reasonably
expected to be obtained from
federal sources, must be
identified in order to keep the
Merced-to-Bakersfield segment
on schedule. (Review of
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Status

Will Not
Implement

Partially
Implemented

Comments

The Authority stated it believes
it would be counterproductive
to provide the recommended
analysis as part of its funding
plan. The OIG-HSR maintains
that establishing realistic
prospects for specific sources
and timing of project funds
could be performed in the
analytical support underlying
the plan and is a necessary
exercise.

The Authority responded that it
agreed with the
recommendation and added a
statement to the final business
plan to partially address it by
stating the desirability of
stabilizing state funding
sources in the 2025-26
legislative session. However,
the added statement does not
provide state lawmakers with
the specific information
described in our
recommendation—information
that will require the Authority to
fully implement
Recommendations 24-BP-01
and 24-BP-02.

23



Issue

Construction
Quality

Merced-to-
Bakersfield
Segment

Merced-to-
Bakersfield
Segment

Recommendation

Authority’s 2024 Business
Plan, May 2024)

Recommendation 24-BP-04

To ensure that its 2025
Progress Update Report
provides state lawmakers and
project stakeholders with
complete, balanced, and fairly
presented information, the
Authority should provide
information on the
implementation status of
recommendations stemming
from the independent review of
its construction quality
assurance and quality control
processes. (Review of
Authority’s 2024 Business
Plan, May 2024)

Recommendation 24-BP-05

To provide stakeholders
updated and necessary
information on key strategic
concerns related to the
completion and operation of the
Merced-to-Bakersfield
segment, the Authority should
review and, to the extent
necessary, revise its schedule
for completion and operation of
the segment and publish the
results in its 2025 Project
Update Report. (Review of
Authority’s 2024 Business
Plan, May 2024)

Recommendation 24-BP-06

To provide stakeholders
updated and necessary
information on key strategic
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Status

Not
Implemented

Pending

Pending

Comments

The Authority responded that it
agreed with the
recommendation and would
include the identified
information in the 2025 Project
Update Report. That report
included a discussion of the
construction quality issue, but
did not include an update about
the status of recommendations
stemming from the independent
review.

The Authority responded that it
agrees with the
recommendation and will
provide the related results in
the 2025 Project Update
Report. However, that report
did not contain updated
scheduling information.

The Authority responded that it
agrees with the
recommendation and will
provide the related results in
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Issue

Merced-to-
Bakersfield
Segment

Funding
Plans

Recommendation

concerns related to the
completion and operation of the
Merced-to-Bakersfield
segment, in implementing
Recommendation 24-BP-05 the
Authority should also review
and revise the associated
schedule envelope, identifying
and documenting opportunities
to mitigate delays that have
already occurred and to
prevent future delays. (Review
of Authority’s 2024 Business
Plan, May 2024)

Recommendation 24-BP-07

To provide stakeholders
updated and necessary
information on key strategic
concerns related to the
completion and operation of the
Merced-to-Bakersfield
segment, the Authority should,
working with its partners for the
Central Valley service, fuffill its
commitment to refining and
publishing the results of its
ridership model, along with the
other information necessary to
provide the most reliable data
possible about the likely need
for operating subsidies for the
service. (Review of Authority’s
2024 Business Plan, May
2024)

Recommendation 24-R-01-01

To better inform state
lawmakers and other
stakeholders about funding-
related risks to the Merced-to-
Bakersfield segment schedule,
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Status

Pending

Pending

Comments

the 2025 Project Update
Report. However, that report
did not contain updated
scheduling information.

The Authority responded that it
agrees with the
recommendation and will
provide the related results in
the 2025 Project Update
Report. However, that report
did not contain updated
information on ridership.

The Authority agreed with the
recommendation but did not
include this information in its
2025 Project Update Report.
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Issue

Funding
Plans

Recommendation

the Authority should strengthen
its presentation of federal
funding prospects in its 2025
Project Update Report and
subsequent annual reports.
The presentation should
discuss the following
information: (1) Current
remaining funding for targeted
grant programs; (2) Relevant
limits on grant award sizes for
the prospective programs; (3)
The Authority's assumptions
about the availability of
additional future funding being
approved by the federal
government; and; (4) Based on
the above, more detailed
discussion of its prospects for
receiving adequate grant
funding, including a range of
possible dollar amounts and
timeframes. To the extent the
Authority has reason to believe
that publishing certain
information about specific grant
programs or applications would
hurt its prospects of receiving
federal funding, it should
nonetheless ensure its
underlying analysis accounts
for that information. (Funding
Review of the Merced-to-
Bakersfield Segment, October
2024)

Recommendation 24-R-01-02

To ensure that state lawmakers
have complete and accurate
information about the amount
of needed funding and the
timing by which state funding
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Status

Pending

Comments

The Authority agreed with the
recommendation but did not
include this information in its
2025 Project Update Report.
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Issue

Funding
Plans

Recommendation

decisions could enable the
Merced-to-Bakersfield segment
to stay on schedule, in the
2025 Project Update Report,
the Authority should update its
funding plan with information
about when and how much
funding it would need to meet
the earliest and latest dates for
completing the Merced-to-
Bakersfield segment according
to its most current schedule
envelope. To the extent the
Authority includes dates that
account for its schedule
contingency, it should disclose
and explain those
considerations. (Funding
Review of the Merced-to-
Bakersfield Segment, October
2024)

Recommendation 24-R-01-03

To determine whether federal
loan programs could be
effective in helping close the
Merced-to-Bakersfield segment
funding gap, the Authority
should obtain consultations
with federal lenders for the
federal loan programs identified
in the business plan. Those
consultations should consider a
range of potential loan amounts
based on the unfunded
Merced-to-Bakersfield segment
costs that could remain
depending on the outcomes of
the Authority's federal grant
applications. (Funding Review
of the Merced-to-Bakersfield
Segment, October 2024)
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Status

Pending

Comments

The Authority told us it
continues to meet with its
federal partners and indicated it
will evaluate the need for
federal loans in the context of
its overall funding situation.
With new state funding
proposed but not yet dedicated,
cost estimates still in
development, and schedule
deadlines approaching, there
continues to be a need for the
Authority to pursue options for
meeting its funding needs on
the schedule it has identified.
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Issue

Funding
Plans

Merced-to-
Bakersfield
Segment

Recommendation

Recommendation 24-R-01-04

To provide state lawmakers
with better information about
the feasibility of loans, the
Authority should report to the
Legislature in the 2025 Project
Update Report the results of its
consultations, including the
anticipated timeframe and
interest costs for potential loan
amounts and the project
benefits, such as schedule
milestones, such loans could
help secure. As part of that
report, the Authority should
describe any changes to the
project's current state funding
that lenders indicate would be
necessary to qualify. (Funding
Review of the Merced-to-
Bakersfield Segment, October
2024)

Recommendation 25-R-01-01

To ensure that the Merced-to-
Bakersfield schedule includes
an achievable timeline for
procurement activities, the
Authority should establish a
new procurement timeline that
incorporates its reconsidered
procurement strategy. The
Authority should present that
timeline and a discussion of the
impacts it is likely to have on
the Merced-to-Bakersfield
schedule, and whether those
impacts can be mitigated,
along with the Merced-to-
Bakersfield schedule update in
the 2025 Project Update
Report. If the Authority
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Status

Pending

Pending

Comments

The Authority agreed with the
recommendation but did not
include this information in its
2025 Project Update Report.

The Authority agreed with the
recommendation but did not
include this information in its
2025 Project Update Report.

28



Issue

Merced-to-
Bakersfield
Segment

Merced-to-
Bakersfield
Segment

Recommendation

determines that it cannot
provide this information in time
to publish its results as part of
the 2025 Project Update
Report, it should describe in
that report the status of its
efforts and the anticipated
timeline for completing them,
and it should then publish the
results upon completion.
(Merced-to-Bakersfield
Segment Schedule Review,
February 2025)

Recommendation 25-R-01-02

To ensure that the high-speed
rail project proceeds in a
manner consistent with the
priorities established in state
law, the Authority should
maintain its stated priority to
pursue available funding
opportunities for the purpose of
completing the Merced-to-
Bakersfield segment. (Merced-
to-Bakersfield Segment
Schedule Review, February
2029)

Recommendation 25-R-01-03

To ensure that the high-speed
rail project proceeds in a
manner consistent with the
priorities established in state
law, the Authority should
provide information in the 2025
Project Update Report about
feasible options for initiating
service on a limited section of
the Merced-to-Bakersfield
segment by 2033, if necessary,
and the estimated costs to
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Status

Pending

Pending

Comments

The Authority disagreed that it
is not prioritizing the pursuit of
funding opportunities for the
Merced-to-Bakersfield segment
and stated that it is working on
revised strategies to continue
advancing and funding the
project, the result of which it
would provide no later than the
2026 Business Plan.

The Authority did not directly
respond to this
recommendation but agreed
with the HSR-OIG’s
assessment about the risks to
the civil works currently under
construction. The Authority did
not include this information in
its 2025 Project Update Report.



Issue

Merced-to-
Bakersfield
Segment

Recommendation

realize them. If the Authority
determines that it cannot
provide this information in time
to publish its results as part of
the 2025 Project Update
Report, it should describe in
that report the status of its
efforts and the anticipated
timeline for completing them,
and it should then publish the
results upon completion.
(Merced-to-Bakersfield
Segment Schedule Review,
February 2025)

Recommendation 25-R-01-04

To help ensure the reliability of
the Merced-to-Bakersfield
schedule and the Authority's
ability to identify and manage
risks to the schedule, the
Authority should conduct a risk
analysis of the Merced-to-
Bakersfield schedule and
publish the results, including
the Authority's confidence level
in its target date for completing
the Merced-to-Bakersfield
segment and how it determined
the amount of contingency time
added to establish an envelope
for uncertainty and risk. If the
Authority determines that it
cannot conduct the analysis in
time to publish its results as
part of the 2025 Project Update
Report, it should describe in
that report the status of its
efforts and the anticipated
timeline for completing the
analysis, which it should then
publish upon completion.
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Status

Pending

Comments

The Authority reiterated that it
believes it should not conduct a
risk assessment until it first
establishes a revised
procurement strategy and
updated project schedule,
which it would do no later than
the 2026 Business Plan.
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Issue

Schedule

Staged
Project
Delivery

Recommendation

(Merced-to-Bakersfield
Segment Schedule Review,
February 20295)

Recommendation 25-R-01-05

To help ensure the reliability of
the Merced-to-Bakersfield
schedule and the Authority's
ability to identify and manage
risks to the schedule, the
Authority should revise its
project scheduling process to
specify when a risk analysis, as
recommended by the U.S.
Government Accountability
Office and the U.S. Department
of Transportation, must be
conducted and updated.
(Merced-to-Bakersfield
Segment Schedule Review,
February 2025)

Recommendation 25-R-02-01

To further reduce the risk of
beginning construction of the
extensions too early, by May
2025 the Authority should
finalize its staged project
delivery process procedures
and better implement the
purpose of these procedures
by revising them to specifically
require staff to include the
status of all relevant
deliverables in the materials for
meetings related to advancing
a project to a new stage. The
procedures should specify that
if a deliverable has not been
met, meeting materials should
include a justification for why a
project should still proceed to
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Status

Not
Implemented

In-Progress

Comments

The Authority did not respond
directly to this recommendation
but did not dispute our
characterization of its
processes or the applicable
criteria from the U.S.
Government Accountability
Office and U.S. Department of
Transportation.

As of May 2025, the Authority’s
staged project delivery process
procedures were still in draft
form and had not yet been
revised to address our
recommendation.
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Issue

Third-Party
Agreements

Third-Party
Agreements

Recommendation

the next stage. (Merced-to-
Bakersfield Pre-Construction
Activities Review, February
2025)

Recommendation 25-R-02-02

To improve its ability to process
and review third-party
agreements in a timely manner,
by May 2025, the third-party
agreements branch and the
contracts and procurement
branch should develop
procedures with defined
timeframes for their internal
review processes. These
should include defined
timeframes for how long staff at
each level should attempt to
resolve an issue before
escalating it. (Merced-to-
Bakersfield Pre-Construction
Activities Review, February
20295)

Recommendation 25-R-02-03

To improve its ability to process
and review third-party
agreements in a timely manner,
by May 2025, the Authority
should modify its internal
tracking tools so that it can
monitor whether internal
timeframes are met and
analyze the causes of common
or persistent delays across
third-party agreements.
(Merced-to-Bakersfield Pre-
Construction Activities Review,
February 2025)
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Status

In-Progress

Fully
Implemented

Comments

The contracts and procurement
branch and third-party
agreements branch have
begun developing procedures
in response to the
recommendation, but these
procedures are not yet
finalized.

The Authority completed the
recommended modifications to
its internal tracking tool.
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Issue

Third-Party
Agreements

Third-Party
Agreements

Recommendation

Recommendation 25-R-02-04

If the Authority believes it
needs additional legal staff to
improve its ability to process
and review third-party
agreements in a timely manner,
it should assess its legal
staffing and determine the most
expeditious way to hire
additional staff, including
reviewing other vacant
positions in the Authority that
could be re-purposed or
requesting additional positions
for fiscal year 2026-27.
(Merced-to-Bakersfield Pre-
Construction Activities Review,
February 2025)

Recommendation 25-R-02-05

To improve the Authority's
ability to engage with third
parties and complete early
works activities in a timely
manner, the Authority should
seek the assistance of the task
force on third parties and work
with state lawmakers to identify
specific changes to statute that
it believes will improve its
ability to accomplish these
activities, including the
following potential changes to
state law:

1. Adding intent language
describing and declaring the
high-speed rail system's
importance to state
transportation priorities and the
public good and calling on local
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Status

Pending

In-Progress

Comments

The Authority is continuing to
assess its ongoing workload
needs and will make a final
determination about future legal
staffing resources after hiring a
permanent Chief Counsel.

The Authority reported it is
engaging with the Governor’s
administration on this issue, but
that those efforts have yet to
determine a specific policy
solution or course of action. We
appreciate that the Authority is
engaging in this process; but
given the importance to the
project of finding a tangible and
practical solution, we continue
to monitor the Authority’s
efforts and the outcomes
thereof.
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Issue

Recommendation

government entities and state-
regulated utility owners within
the system's alignment to make
the timely completion of the
system a high priority.

2. Authorizing the Authority to
promulgate regulations
governing third-party review
and approval timeframes for
agreements and designs.

3. Providing the Authority with
the ability to proceed with
necessary designs and utility
relocations if third parties are
non-responsive after the period
of time specified in the
Authority's regulations.

Status

Comments

ANNUAL REPORT | Status of Recommendations
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« CALIFORNIA HIGH-SPEED RAIL

Whistleblower Hotline

Report fraud, waste, & abuse

The OIG receives and investigates complaints or To report a concern:
information from any person concerning the
existence of an activity related to the high-speed
rail project constituting:

e Aviolation of laws, rules, or regulations.

e Mismanagement.

e Gross waste of funds.

O SIEE of.authonty. . , Call our Whistleblower Hotline

e Substantial and specific danger to the public (916) 908-0893
health and safety.

Public Utilities Code 187032 prohibits the Inspector
General's office from disclosing the identity of any High-
Speed Rail Authority employee or contractor employee

who submits a complaint without the consent of that =

employee unless the Inspector General determines that

the disclosure is unavoidable during the course of the Visit our website
investigation, or the disclosure is made to an official of the www.hsr.ca.gov/office-of-
Department of Justice responsible for determining the-inspector-general

whether a prosecution should be undertaken.
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