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EXECUTIVE SUMMARY 
 

The California High-Speed Rail Authority’s (Authority) Audit Division has completed an audit of the 
Authority’s Right-of-Way (ROW) processes related to property acquisitions.  Properties and assets along 
planned routes of construction must be acquired from owners to achieve the Authority’s mission of designing 
and building the high speed rail system.  Delays in acquiring properties have put the Authority at risk of not 
meeting proposed timelines as outlined in the Authority’s 2014 Business Plan.  

The planned route for the high-speed rail system dictates which properties are identified for acquisition. 
During the acquisition process, the Authority is subject to the Federal Uniform Act, and compliance with the 
State of California Property Acquisition Laws.   Property Acquisition Law mandates that the California Public 
Works Board is responsible for oversight of all acquisition processes for the Authority.  

The acquisition process is initiated when the property owner is served with a Notice of Decision to Appraise.  
The appraisal will make a determination of just compensation and the monetary amount of the first written 
offer to property owners.  If the first written offer is rejected and an agreement is not reached within 30 days, 
the Authority can start the eminent domain process where the Authority begins proceedings to obtain legal 
use or possession of the property. However, the Authority and owners may continue to negotiate while 
pursuing acquisition through eminent domain.           

The objectives of the audit were to determine if the Authority is complying with applicable laws and 
regulations related to the ROW processes, and determine if Authority processes are sufficient to meet the 
project objectives.   The audit period was February 2015 through April 2015. 

Our audit identified the following issues: 

1. The ROW Division does not have a comprehensive process to assure revisions to Authority 
procedures are communicated in a consistent and effective manner.     

2. There is a lack of centralized authority responsible for the development of strategic planning and 
overall oversight of the ROW process.     

The report contains the following recommendations:  

• The ROW Division should develop a comprehensive process to formally incorporate procedural 
changes, assure procedural changes are communicated to Authority employees, consultants and 
control agencies, and all policy and procedural changes are documented in a central location.       

• The Authority should identify a central authority figure responsible for implementation of a 
comprehensive strategic plan to provide assurance that the Authority has adequate expertise and 
resources to acquire the property necessary to meet the project objectives.       
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BACKGROUND 
 

The California High-Speed Rail Authority (Authority), as part of planning, design and building of the high-
speed rail system, must acquire property from property owners along planned rail system routes.  The 
Uniform Act and Public Acquisition Laws provide guidelines, which are to be followed when properties are 
acquired. Once properties are identified as necessary for the project, the Authority issues the Notice of 
Decision to Appraise on parcels which are to be acquired.  The Notice of Decision to Appraise begins a 
process requiring the Authority to appraise properties and determine just compensation that will be included 
in the first written offer.      

When a property owner’s consideration of the Authority’s First Written Offer has gone past 30 days, the 
Authority may begin action to acquire property through the eminent domain process by filing a Resolution of 
Necessity with the State of California Public Works Board.  Resolution of Necessity approval by the Public 
Works Board is needed before the Authority can commence eminent domain proceedings.      

When the Resolution of Necessity is approved by the Public Works Board, the Authority can file an eminent 
domain lawsuit to obtain legal possession and use from the owner.  The Authority and property owners may 
continue to negotiate regarding just compensation and other issues during the eminent domain process and 
possibly reach an agreement. The property owner has the right to litigate matters such as additional 
compensation for the property taken, as part of the eminent domain lawsuit.  The Authority could be allowed 
by court ruling to take possession and use of the parcels acquired even if litigation over just compensation 
amounts continue.   Physical possession is needed by the Authority in order to transfer access to the Design-
Build contractor, so they can begin construction activities.    

The Authority must follow processes required by Uniform Act and Property Acquisition Laws to obtain legal 
and physical possession of properties.  These processes include timely notifications, providing relocation 
assistance, and retaining accurate records and required information regarding the acquisition.  Failure to 
comply with applicable laws related to property acquisitions could result in unnecessary and significant 
delays in acquiring legal possession and use of parcels.   

The responsibility for Right-of-Way processes involves several outside parties.  Below is a brief summary of 
the outside parties and their general role in the property acquisition process: 

• Right-of-Way (ROW) Consultants-The Authority has currently procured eight consultant contracts 
to provide expertise in ROW areas and perform services for the Authority designated by the 
contracts’ scope of work.  Authority ROW agents have been assigned to manage the consultant 
contracts and monitor contract performance.   

• Department of General Services-Department of General Services receives the Authority appraisal 
of the property and reviews to determine if the property appraisal represents just compensation for the 
property.  The Department of General Services also reviews and approves property settlement 
packages.   

• State of California Public Works Board-The Board consists of members from the Department of 
Finance, Department of General Services and Department of Transportation.  Property Acquisition 
Laws require the Public Works Board to approve acquisitions, authorize the eminent domain process 
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and execute agreements on behalf of the Authority. The Department of Finance handles 
administrative duties associated with the Public Works Board responsibilities.         

• California Department of Transportation (Caltrans) Legal Division-The Legal Division reviews 
eminent domain documents and represents the Authority in court with eminent domain cases.    
 

The Authority’s Project Management Team drafted a ROW Acquisition Process flowchart dated February 4, 
2015, which represent the duties and responsibilities of each party in the process.  ROW staff, consultants, 
and control agencies also perform additional tasks that assist in expediting the various ROW processes and 
acquisition of properties. In addition, Authority ROW agents and Project Management Team employees 
monitor the status of parcel acquisitions from submission of the ROW appraisal maps to obtaining legal 
possession of the property and transferring physical possession over to the Design-Build contractor.      

The Authority’s business risks are primarily delays in appraisal/acquisition processes, which lead to delays in 
the design and construction of the high-speed rail system.  These risks increase if the Authority does not 
comply with Federal and State laws and regulations, and performs functions that are unnecessary to the 
process, and/or are performed in an inefficient manner.   

SCOPE AND METHODOLOGY 
 

The scope of the audit was to examine the ROW acquisition processes currently in place for parcel 
acquisition.  We reviewed processes from the submittal of appraisal maps to the obtaining of legal possession 
and transferring the physical possession of property to the Design Build contractor.  The location of the 
review took place at the Authority offices in Sacramento, Fresno and ROW Consultant offices, as applicable.  
The audit field work was conducted during the months of February 2015 through April of 2015. 

Our methodology was to use documentation of existing processes to gain understanding of the 
appraisal/acquisition process from the preparation of the draft appraisal maps to obtaining legal possession 
and giving physical possession to the Design Build Contractor. We reviewed applicable laws and regulations 
pertaining to ROW processes to also gain an understanding.  In addition, we conducted interviews with 
Department of General Services, Department of Finance, Public Works Board, ROW consultants, Project 
Management Team and Authority employees to identify what role they play in the process. 

To determine whether steps in the ROW process are necessary to comply with the Federal Uniform Act, we 
made a determination based on examination of prior Federal Railroad Administration monitoring reviews and 
whether report results showed non-compliance with Federal statutes.  We also reviewed each significant 
ROW process to determine if there was a State Property Acquisition Law, State Civil Procedure Code or other 
applicable guideline that the Authority was required to be in compliance with.  We also conducted interviews 
with the above control agencies, Authority consultants, Project Management Team and employees to ascertain 
what duties or tasks were performed outside the process and how those duties affected the efficiency of the 
process.        
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The Authority hired a Director of Real Property in May 2015.  Therefore, our audit work did not include 
interviews with the newly appointed Director of Real Property.  The Director of Real Property will be 
responsible for oversight of the overall ROW process.            

Our audit work was conducted in accordance with guidelines stated in the International Standards for the 
Professional Practice of Internal Auditing issued by the Institute of Internal Auditors.  However, the 
Authority’s Audit Division has not undergone a peer review due to the recent formation of the Audit Division 
and lack of body of work to be reviewed.  Until a peer review is performed, we cannot cite that we are in 
compliance with the International Standards for the Professional Practice of Internal Auditing.   

RESULTS AND RECOMMENDATIONS 
 

We found that processes identified on the Authority’s ROW Acquisition Process flowchart are in compliance 
with applicable federal and state laws.  ROW activities, both inside and outside the process, are continually 
analyzed to determine if they are in accordance with applicable laws, protect the state’s interest, and improve 
efficiency. The Authority meets regularly and works with Department of General Services, Department of 
Finance and Caltrans Legal Division to obtain agreement prior to making revisions and additions to existing 
processes.    

Based on interviews performed and documentation gathered, we found process improvements are needed to 
better assure the Authority’s ROW process is sufficient to ensure project objectives are met.   The results of 
our audit are discussed below along with recommendations for improvement. 

 

1. The ROW Division does not have a comprehensive process to assure revisions to Authority ROW 
procedures are updated in a consistent and effective manner.          

During our interviews, it was identified that the Authority uses Sharepoint© files to document any 
revisions or additions to ROW procedures.  However, there is inconsistency as to how revisions to 
procedures are communicated.  According to persons working with ROW processes, there is no formal 
process that assures all procedural changes are identified, distributed to appropriate ROW staff and 
consultants, and documented in Sharepoint©.        

The Authority, Department of General Services, Department of Finance, and Caltrans Legal Division 
meet regularly regarding streamlining the processes such as standardizing contract settlement clauses as 
well as creating additional procedures unique to Authority ROW.  These additions and changes are unique 
to the Authority’s ROW processes.   It is important for parties working with ROW on behalf of the 
Authority to be aware of all procedural changes; otherwise, efficiencies in the process from policy and 
procedural changes will not be realized.     
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Recommendation:   

• The ROW Division should develop a comprehensive process to formally incorporate procedural 
changes, assure policy and procedural changes are communicated to Authority ROW employees, 
consultants and control agencies, and all procedural changes are documented in a central location.       

 

2. There is a lack of centralized authority responsible for the development of strategic planning and 
overall oversight of the ROW process.     

During our interviews, we found the Authority management, Project Management Team, ROW 
consultants and other agencies to be engaged in meeting regularly and working on process improvements.  
However, these efforts are fragmented and lack an overall strategic view.  Different persons developing 
plans and strategies do not always coordinate their efforts, have the power to implement change and/or 
have the flexibility to make decisions when needed.   The Authority has not designated a central person 
with the resources and authority to coordinate and carry out strategic planning to address risks to ROW 
objectives as they occur.  For example, the Authority needs to address risks that affect the ability to meet 
objectives.  These include but are not limited to: 
 

o The Authority’s retired annuitant responsible for preparing Resolution of Necessity packages will 
reach their capacity of hours able to be worked during the year.  Without a plan to accomplish 
this workload Resolution of Necessity’s packages may not be filed in a timely manner.              

o Condemnation suit packages are not always filed immediately with Caltrans Legal Division; 
sometimes taking weeks to be filed after Resolution of Necessity approval.   This is due to the 
ROW employee assigned to condemnation suit packages has other duties and is not always able 
to prepare the suit package immediately.    

o What resources and expertise will be devoted to four new ROW consultants to assure they 
understand the Authority’s ROW processes and that consultants are working productively within 
the process. Without adequate experience with State’s Right-of-Way processes, parcel acquisition 
may be delayed.    

 
Recommendation:   

• The Authority should identify a central authority figure responsible for implementation of a 
comprehensive strategic plan to provide assurance that the Authority has adequate expertise and 
resources to meet the project objectives.     
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