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Executive Summary 

Objective  
To assess management of district and division annual budgets and spend related to right of way. 

The internal control structure is not designed or operating to mitigate risks considered significant to 
achieving operational and compliance objectives. Negative programmatic impacts are being 
experienced and likely to increase if control deficiencies are not addressed. Improvements to 
address deficiencies include redesign, execution, and performance measurement. 
 
Summary Results 
Management concurs with the below finding and prepared management action plans to address 
deficiencies. 

Finding 1: Right of Way Budgetary Underspend Drivers   
Control 
Design X Operating 

Effectiveness X Division  Right of Way Division District Yes 

Right of Way (ROW) budgetary framework was not developed to include a project close-out analysis for 
identifying activities that optimizes right of way budgetary spend.  
From fiscal years (FY) 2019 - 2022, approximately 33% of right of way budgets were unspent by the districts.  
 

Unspent Budget Allocations 
A comparison of all 25 districts’ actual project costs to budgeted estimated costs from FY 2019 – 2022 
identified: 
 8 of 25 (32%) districts had unspent allocated budgets totaling $421.7M at least three years during the 

four-year period. Total original allocated budgets for these districts in the same three years totaled 
$920.7M. 

 2 of 25 (8%) districts had unspent allocated budgets totaling $91.3M all four years. Total original 
allocated budgets for these districts during the same four years totaled $161.2M. 

 

Budget Reallocations 
FY 2022 
 14 districts returned $376M (45%) of their initial right of way budget allocated funds of $839M and an 

additional $104M of their funds after the reallocation was not spent by the end of FY 2022.       
 

FY 2023 
 12 districts returned $408M (53%) of their initial right of way budget allocated funds of $763.8M.      
 
(Impact): Right of way budget may continue to be underutilized and keep on pace with projects expected to 
increase 67% in the next two years. During the ROW budgetary reallocation exercise, in FY 2022, 14 districts 
returned $376M (45%), and in FY 2023, 12 districts returned $408M (53%) of their initial right of way 
budget.  

 
Audit testing completed not resulting in management action plans. 

Scope Area 1: Right of Way Budget Preparation and Allocations 
 Right of way budget reallocations for all 25 districts in FY 2022 were evaluated for communication of 

reallocation needs and accuracy within ROW dashboards.   
­ 25 of 25 (100%) districts responded to the budget reallocation needs request. 
­ 25 of 25 (100%) district right of way budget reallocations were accurately reported within the 

ROW dashboards. 

Overall Engagement Assessment 
 

 X   
Priority 1 Priority 2 Priority 3 Priority 4 



 
 

Right of Way Budget Management                                TxDOT Internal Audit Division 

 

 

September 2023 2 

 ROW policies and procedures that were performed for budget estimation and budget reallocation were 
consistent with ROW Budget Management Standard Operating Procedures. 

 ROW reallocation tools and resources to perform budget preparation, allocation, and reallocation 
functions were observed to verify existence. 

 21 of 21 (100%) FY 2022 Right of Way budget allocation requests were appropriately communicated to 
Financial Management division to reflect reallocations within the Enterprise Resource Planning System. 
Four districts did not request a change to their allocation. 

 10 of 10 (100%) districts judgmentally selected demonstrated that right of way budgets for FY 2022 
were retained. 

Scope Area 2: Right of Way Budget Monitoring 
 ROW policies and procedures for budget estimation were consistent with ROW Budget Management 

Standard Operating Procedures. 
 10 of 10 (100%) projects judgmentally selected and reviewed for required source documents, such as 

detailed estimates of project costs. No exceptions noted. 
 The two ROW quarterly district huddles performed during fieldwork were observed to have been 

consistent with ROW Budget Management Standard Operating Procedures. 
 FY 2020 – FY 2022 district spend totals within Enterprise Resource Planning System were reconciled to 

spend totals within the ROW dashboards. No exceptions noted.  
 
Control Environment  
Right of way budgets are created three years in advance, legislatively approved, and are comprised 
of project delivery activities for projects within districts’ portfolios with right of way activities that are 
continually updated throughout the project life cycle. District Engineers (DE) and district 
Transportation Planning & Development (TP&D) directors work with ROW or district personnel to 
determine which projects are ready for these right of way activities and will detail how the budget will 
be spent. DEs and TP&D directors have final authority in determining which projects are included 
within the right of way budget and have discretion to change prioritization of their projects. In FY 
2022, ROW implemented a budget reallocation process, that once a year allowed districts to return 
or request additional funds. This allowed ROW to reallocate funds based on more precise district 
needs as project timelines evolve.  
   
ROW created dashboard reports during FY 2019 to assist with right of way budgeting oversight and 
has created reports that include, but are not limited to project statuses, and project/district budget 
vs. spend. In addition, ROW conducts quarterly meetings with districts to assess status of projects’ 
spend and discuss areas of concern. While ROW does not have a formal monitoring process to 
evaluate project budgeted estimates to project spend, these reports allow ROW to focus on the 
assigned direction of project delivery.  
 
Background 
In FY 2018, ROW began splitting the project delivery budget and allocated each district a specific 
amount based on their project requests. Previously, ROW communicated the budget as a total 
amount that was available for use by all districts. 
 
The roadway project’s budget includes several right of way activities that must be cleared prior to the 
beginning of the project. These activities can be difficult to estimate three years in advance and 
require coordination with the districts and third-parties such as utility companies and the Office of 
Attorney General. Such right of way spend activity includes: 
 Environmental clearance (EC). EC is the responsibility of the districts to obtain. Districts can 

include projects in right of way budgets that have not obtained EC. However, significant 
portions of right of way budget dollars related to property acquisition and utility relocation 
activities cannot be spent until EC is obtained. Delays in obtaining EC can cause right of way 
budget dollars to be unspent.   
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 Property descriptions (PD). PDs are the responsibility of the districts to obtain. They are 
detailed descriptions of parcels that require acquisition and are needed to determine the 
cost of acquisition. Districts can include projects in right of way budgets without detailed PDs 
or with PDs that will change. Delays or changes in PDs can cause fluctuations between 
budgeted acquisition cost and actual acquisition cost.  

 Eminent Domain. These may occur if a landowner rejects a TxDOT offer and can result in 
differences between the appraised market value of parcel(s) and the final acquisition price of 
parcel(s). In addition, the timeframe for resolution of a parcel purchase in eminent domain 
proceedings ranges from 1 month to 19 months due to legal representation staffing 
challenges. During FY 2019 – FY 2023, 21.88% of all parcels required eminent domain 
proceedings. 

 Right of way utility relocation costs. These costs are billed by third-party utility providers and 
can take several months to years to be performed and invoiced. 
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Detailed Audit Report 

Scope and Methodology 

The audit was conducted during the period from November 1, 2022 to January 13, 2023. Testing 
focused on budget estimation, preparation, allocations, and monitoring for right of way activities in 
ten districts during fiscal year (FY) 2022. The sample selection was judgmentally chosen based on 
differences between district budget requests, allocations, and spend. Additional analytical testing 
focused on Right of Way Division (ROW) monitoring throughout all 25 districts.   
 

Scope Area 1: Right of Way Budget Preparation and Allocations 
Evaluated the effectiveness of Right of way budget and allocation process. 
 Interviewed key ROW personnel, such as the ROW Finance and Contractor Director and ROW Project 

Managers, to gain an understanding of its budget preparation and allocation process. 
 Reviewed and evaluated ROW policies and procedures to understand the control environment over the 

right of way budget preparation, allocation, and reallocation processes. 
 Observed ROW tools and resources utilized to perform budget preparation, allocation, and reallocation 

functions.  
 Analyzed data within ROW related to the districts’ reallocation requests to identify significant trends and 

reconciled reallocation requests within ROW dashboards. 
 Reviewed FY 2022 budget allocation requests to determine compliance with policies and procedures. 
 Obtained budget estimates submitted to determine retention of supporting documentation.  
Scope Area 2: Right of Way Budget Monitoring  
Evaluated the effectiveness of right of way budget monitoring within districts to analyze timeliness of spend. 
 Interviewed ROW key personnel and district personnel that interact with the right of way budgeting 

process to gain an understanding of its budget monitoring activities. 
 Reviewed and evaluated ROW policies and procedures to understand the control environment over the 

right of way budget monitoring activities. 
 Evaluated performance measures relating to budget monitoring activities. 
 Analyzed data relating to right of way budget estimates, allocations, reallocations, and spend to identify 

any significant trends. 
 Evaluated budget estimate variances throughout the estimation process using right of way source 

documents (e.g., Total Project Costs, Local Public Agency Agreement, Federal Participation Agreement). 
 Observed two judgmentally selected ROW budget monitoring meetings (i.e., Quarterly Huddle). 
 Ten districts were judgmentally selected to evaluate right of way budget estimates. 

­ One project from each district was judgmentally selected to evaluate differences between 
budgeted estimate and actual costs. 

 Evaluated ROW retention of documentation necessary for budget monitoring activities. 
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Detailed Audit Finding and Management Action Plans (MAPs) 

Finding No. 1: Right of Way Budgetary Underspend Drivers 
 
Condition 
Right of Way (ROW) budgetary framework was not developed to include a project close-out analysis 
for identifying activities that optimizes right of way budgetary spend.  
 
From fiscal years (FY) 2019 - 2022, approximately 33% of right of way budgets were unable to be 
spent by the districts.  
 
Effect/Potential Impact  
Without a project close-out analysis for identifying activities that optimizes the right of way budgetary 
spend, districts may miss opportunities to better leverage or efficiently use the allocated right of way 
budgets. Additionally, without this type of analysis, it will impair TxDOT’s ability to keep pace with the 
Unified Transportation Program, and TxDOT may not be able to manage the growth rate with projects 
expected to increase 67% in the next two years. 
 
During the ROW budgetary reallocation exercise in FY 2022, 14 districts returned $376M (45%), 
and, in FY 2023, 12 districts returned $408M (53%) of their initial right of way budget. Although the 
reallocation exercise identifies unspent funds available for projects needing immediate right of way 
dollars, it doesn’t incorporate, or work in concert with, an analysis to identify activities that could help 
ensure projects do not get included prematurely in right of way budgetary plans. Returned funds can 
be reallocated to another district that may need additional funding for right of way activities; 
however, must be used within the same biennium. 
 
Criteria 
On September 27, 2022, ROW issued Right of Way Budget Management Standard Operating 
Procedure which was to assist in ensuring the most optimized and efficient set of budget 
management activities are executed by all stakeholders using continuous improvement methods. 
 
Cause  
ROW has not established or developed a procedural roadmap or tools that includes lessons learned 
and a systematic approach to identify probable timeframes for budgetary assumptions to create 
project benchmarks to assist districts in spending right of way budgetary funds effectively.  
  
Below are four most common right of way activity drivers that were estimated to be the reasons for 
unspent funds by ROW during FY 2022 and FY 2023.  
 

Right of Way Activity FY 2022  FY 2023 Trending 
Right of way utility relocation costs 42%  
Property descriptions of land parcels to be acquired 29%  
Eminent Domain proceedings 29%  
Environment clearance 14%  

 
Evidence 
Unspent Budget Allocations 
A comparison of all 25 districts’ actual project costs to budgeted estimated costs from FY 2019 – 
2022 identified: 
 12 of 25 (48%) districts were unable to spend their FY 2019 allocated budget, totaling 

$409.8M out of a possible right of way budget of $1.1B. 
 16 of 25 (64%) districts were unable to spend their FY 2020 allocated budget, totaling 

$403.4M out of a possible right of way budget of $1.3B. 
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 11 of 25 (44%) districts were unable to spend their FY 2021 allocated budget, totaling 
$156.3M out of a possible right of way budget of $896.9M. 

 16 of 25 (64%) districts were unable to spend their FY 2022 allocated budget, totaling 
$498.5M out of a possible right of way budget of $1.2B. 

 8 of 25 (32%) districts were unable to spend their allocated budget by the end of three of 
four of the selected fiscal years, totaling $421.7M unspent funds. 

 2 of 25 (8%) districts were unable to spend their allocated budget by the end of all four years 
of the selected fiscal years, totaling $91.3M.  

 
Budget Reallocations 
FY 2022 
A review of the reallocation in FY 2022 demonstrated: 14 districts returned funding and 7 districts 
requested additional funding, and four districts did not indicate any reallocation needs. All districts 
were unable to spend $114M (11%) of the reallocated right of way budgetary funds. 
 
FY 2022 Right of Way Allocated Funds     $1,195M 
Allocated Funds Returned by 14 Districts  $(376M) 
Additional Allocated Funds Requests by 7 Districts $208M 
Net Initially Allocated Funds Returned to ROW  $(168M) 
Adjusted Right of Way Allocated Funds     $1,026M 
Right of Way Spend     $912M 
Right of Way Unspent Allocated Funds     $114M 
 
Additionally, a comparison of all 25 districts’ FY 2022 reallocated budget estimates to actual project 
costs identified that the 14 districts that returned funding during the reallocation process underspent 
at the end of the year by $104M.  
 
FY 2023 
A review of the reallocation in FY 2023 demonstrated: 12 districts returned funding and 13 districts 
requested additional funding, resulting in a 22% decrease to the districts’ right of way budget needs. 
 
FY 2023 Right of Way Allocated Funds     $1,295M 
Initial Allocated Funds Returned by 12 Districts $(408M) 
Additional Allocation Requests by 13 Districts  $118M 
Net Initially Allocated Funds returned to ROW  $(290M) 
Adjusted Right of Way Allocated Funds     $1,005M 

 
Management Action Plans (MAPs): 

 
MAP 1.1 Completion Date: October 15, 2023      Division: Yes District: No 

Right of Way Division, General Counsel Division (GCD) and the Office of the Attorney General (OAG) will 
expand available Eminent Domain legal resources by a) establishing Eminent Domain Outside Counsel 
Contracts (ED OCC) for legal representation, including litigation services, related to acquisition of property for 
transportation infrastructure projects in the Austin, Dallas, San Antonio, and Houston Districts and b) amend 
the TxDOT OAG Interagency Contract (IAC) to increase OAG legal services for eminent domain purposes.  
MAP Owner: Gregory Faber, Deputy Director, Right of Way Division 

 
MAP 1.2 Completion Date: December 15, 2023 Division: Yes District: No 

Revise the Right of Way Budget Management Standard Operating Procedures (SOP) to clarify coordination 
procedures, in concert with TxDOT leadership and the districts, to better obtain critical project development 
readiness requirements necessary to provide an adequate level of certainty that Right of Way Division will be 
able to spend its allocated budget.  
MAP Owner: Gregory Faber, Deputy Director, Right of Way Division  
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MAP 1.3 Completion Date: April 15, 2024 Division: Yes District: No 
In partnership with TxDOT leadership and districts, Right of Way (ROW) Division will update the ROW Budget 
Management SOP to incorporate a project close-out analysis during the ROW budget life cycle to specifically 
identify activities that may optimize right of way budgetary spend. 
MAP Owner: Gregory Faber, Deputy Director, Right of Way Division  

 
MAP 1.4 Completion Date: February 15, 2024 Division: Yes District: No 

Design curriculum and implement in-depth training to help ensure districts develop more accurate estimated 
budget project costs.  
MAP Owner: Gregory Faber, Deputy Director, Right of Way Division  
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Summary Results Based on Enterprise Risk Management Framework 

The Internal Audit Division uses the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO) Internal Control – Integrated Framework version 2013. 

A defined set of control objectives was utilized to focus on operational and compliance goals for the 
identified scope areas. Our audit opinion is an assessment of the health of the overall control 
environment based on (1) the effectiveness of the enterprise risk management activities throughout 
the audit period and (2) the degree to which the defined control objectives were being met. Our audit 
opinion is not a guarantee against operational sub-optimization or non-compliance particularly in 
areas not included in the scope of this audit. 
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Closing Comments 

This report is prepared for the Texas Transportation Commission and for the Administration and 
Management of TxDOT. The report presents the results of the Right of Way Budget Management 
audit which was conducted as part of the Fiscal Year (FY) 2023 Audit Plan.  
 
We conducted this performance audit in accordance with Generally Accepted Government Auditing 
Standards and in conformance with the International Standards for the Professional Practice of 
Internal Auditing. Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our 
audit objectives. Recommendations to mitigate risks identified were provided to management during 
the engagement to assist in the formulation of the management action plans included in this report.  
 
The results of this audit were discussed with the Right of Way Division Director on August 15, 2023. 
The Internal Audit Division appreciates the cooperation and assistance received from the personnel 
contacted during this audit. 
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