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AUDIT OBJECTIVE 
 

The objective of our audit was to determine 
whether the toll increases proposed by the 
New York State Thruway Authority 
beginning in July 2008 are necessary.  
 

AUDIT RESULTS - SUMMARY 
 
We found that the Authority has not made 
every reasonable effort to accurately estimate 
its Federal funding, prioritize its capital 
needs, reduce its operating costs, and 
maximize its revenues.  We therefore 
conclude that the proposed toll increases for 
July 2008 through January 2010 may not be 
necessary, as presently envisioned.  We urge 
the Authority’s Board of Directors not to 
approve these proposed toll increases until it 
has considered the findings and 
recommendations contained in this audit 
report and has determined the extent to which 
the increases can be eliminated, reduced or 
postponed.   
 
The New York State Thruway, which was 
opened to traffic in 1954, is the longest toll 
superhighway system in the United States.  
The Thruway is a self-supporting operation: 
its costs are intended to be fully covered by its 
tolls and miscellaneous income from its 
operations.  An independent public benefit 
corporation, the New York State Thruway 
Authority, was created in 1950 to finance, 
construct, operate and maintain the Thruway.   
 
In the early 1990s, the Authority’s mission 
was expanded through a series of State laws 
that made the Authority responsible for two 
toll-free State highways (I-287 and I-84); the 
New York State Canal System; and various 
mandated economic development projects 
that were in some way related to the Thruway, 
I-84 or the Canal System.  Since 1990, the 
Authority has spent more than $1 billion in 

Thruway revenue on these non-Thruway 
activities.  
 
The Authority has instituted six general toll 
increases on the Thruway.  The first took 
effect in 1959, and the most recent increase 
was approved in 2005 and completed in 
January 2008.  In 2007, the Authority 
proposed a new series of toll increases that 
would take effect in July 2008, January 2009, 
July 2009 and January 2010.  These toll 
increases are expected to generate a total of 
about $520 million in additional revenue for 
the Authority between 2008 and 2012.   
 
According to Authority officials, this new 
revenue is needed to cover cash shortfalls 
projected for this five-year period.  The 
Authority’s revenue requirements are 
expected to increase during this period 
because of the funding demands of a $2.7 
billion capital program that was initiated in 
2005.  In addition, Thruway toll revenue has 
been lower than expected because of 
motorists’ response to high gas prices and 
their increased use of the discounted tolls 
available on the Thruway’s electronic E-
ZPass toll collection system. 
 
The Authority is required by law to provide 
financial projections showing the need for, 
and implications of, its proposed toll 
increases.  The proposed increases also must 
be addressed at a series of public hearings 
before they can be considered for approval by 
the Authority’s Board of Directors.  These 
public hearings are scheduled for the early 
part of 2008, and the Board of Directors is 
expected to vote on the proposed toll 
increases sometime in Spring 2008. 
 
We audited the financial projections 
underlying the proposed toll increases for July 
2008 through January 2010 (we did not 
examine the need for the previously approved 
toll increase taking effect in January 2008). 
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According to these projections, the Authority 
will need $520 million in additional toll and 
related revenue between 2008 and 2012.  
However, we found there are actions the 
Authority can take to reduce its need for 
additional toll revenue during this period.   
 
The Authority can develop more realistic 
estimates of its likely Federal highway 
funding for the period.  The Authority 
currently estimates that it will receive an 
average of only $4.9 million a year in such 
funding, even though its past average has 
been $33.5 million a year.  The Authority 
could conservatively estimate an additional 
$125 million in Federal highway funding for 
the period, and thus reduce its projected need 
for additional toll revenue to some extent.   
 
The Authority can defer non-essential capital 
projects not affecting highway/bridge 
structural conditions (such as maintenance 
building rehabilitations and E-ZPass lane 
creations).  Due to a lack of prioritization, 
such projects are not readily identifiable on 
the Authority’s capital plan.  However, our 
analysis of part of the plan identified nearly 
$160 million in such projects.  We 
recommend the Authority prioritize its capital 
projects, analyze the entire capital plan, and 
determine which of its non-essential projects 
can be deferred until after 2012.   
 
The Authority can implement more 
aggressive cost-reduction measures.  While it 
plans to implement a modest cost-
containment initiative to keep the annual 
growth in its operating budget at 3.5 percent, 
it has not performed a comprehensive analysis 
of its operations to determine where costs can 
be reduced.  We recommend such a top-to-
bottom analysis be performed.  We also 
determined that the Authority could be more 
aggressive in collecting millions of dollars in 
delinquent E-ZPass accounts (see Report 
2006-S-101 for more details about this 

matter) and could do more to promote private 
sector sponsorship and advertising on the 
Thruway.   
 
It should be noted that, between 2008 and 
2012, the Authority expects it will have to 
spend about $395 million of Thruway revenue 
on a non-Thruway activity: the Canal System.  
Since it is not within the Authority’s power to 
change the law giving it responsibility for the 
Canal System, our audit accepts that 
responsibility as a given and focuses on areas 
that are within the Authority’s control.  
However, in our recent audit of the New York 
State Canal Corporation (see Report 2005-S-
66), the Authority subsidiary responsible for 
the Canal System, we identified a number of 
weaknesses in controls over capital projects 
and noted that work on the 500-mile 
Canalway Trail was $17 million, or about 49 
percent, over budget and at least two years 
behind schedule. 
 
Our audit of the proposed toll increases also 
identifies opportunities for strengthening the 
management of the Authority’s overall capital 
plan.  In addition, we found that some of the 
Authority’s financial projections are not 
supported by detailed documentation.  
 
Our audit contains the following ten 
recommendations for the Authority: 
 

• Ensure that the assumptions used in 
the revenue projection process are 
fully documented. 

 
• Use a collection agency or some other 

means to improve the collection of 
delinquent E-ZPass tolls and related 
administrative fees from motorists 
who do not respond to standard billing 
notices. 

 
• Evaluate the benefits of pursuing 

additional means of raising revenue 
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through private sector advertising and 
sponsorship. 

 
• Include a reasonable estimate for 

future Federal highway funding in the 
funding projections. 

 
• Perform a comprehensive, top-to-

bottom analysis of Authority operating 
costs to identify where costs can be 
reduced.  In addition, in the future, 
perform this analysis in connection 
with all toll adjustment requests. 

 
• Base all equipment replacement 

estimates on documented needs 
assessments. 

 
• Develop management reports showing 

the progress to-date and dollars spent 
on each individual project item. 

 
• Prioritize the projects and project 

items on future capital plans to 
facilitate any adjustments that may 
need to be made in response to 
unanticipated funding shortages. 

 
• Identify the non-essential capital 

projects that are scheduled for 2008 
through 2012, determine which of 
those projects can be deferred until 
after 2012, and determine how the 
Authority’s funding needs for the 
Thruway would be affected if the 
projects were deferred. 

 
• Document the basis for any estimates 

of inflationary increases in 
construction contracts. 

 

We are pleased to note that the closing 
comments in the Authority’s response to our 
audit reiterated that the public review process 
has only just begun that the recommendations 
contained in the draft audit report will be 
used, along with the public’s input, to shape a 
toll adjustment that balances the need to 
provide high-levels of safety and service with 
the needs of people and communities served 
by the Thruway.  However, the Authority‘s 
response also states that neither the audit 
findings nor the audit recommendations 
support the conclusion that the toll adjustment 
may not be necessary. 
 
Auditor’s Comments: 
 
The latter statement is inconsistent with the 
former statement and is not an accurate 
summary of the actual audit conclusion.  The 
actual, stated audit conclusion is that the 
proposed toll increases for July 2008 through 
January 2010, may not be necessary as 
presently envisioned.  We arrived at this 
conclusion based on our audit findings that 
the Authority has not made every reasonable 
effort to accurately estimate Federal funding, 
prioritize its capital needs, reduce its 
operating costs, and maximize its revenues.  
Further, the findings support our urging that 
the Authority’s Board of Directors not 
approve the proposed toll increases until it has 
considered the findings and recommendations 
contained in this report and has determined 
the extent to which the increases can be 
eliminated, reduced or postponed.  We 
believe that New York State motorists and the 
public in general deserve nothing less. 
 
A full copy of the Authority’s response is 
included in this report as Appendix A.  Our 
rejoinders to the Authority’s response are 
included in this report as Appendix B, State 
Comptroller Comments. 
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This report, dated January 27, 2008, is 
available on our website at:  
www.osc.state.ny.us.  Add or update your 
mailing list address by contacting us at: (518) 
474-3271 or  
Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th floor 
Albany, NY 12236 

 
BACKGROUND 

 
The New York State Thruway Authority 
(Authority) is a public benefit corporation 
created in 1950 by Article 2, Title 9 of the 
New York State Public Authorities Law for 
the purpose of financing, constructing, 
reconstructing, improving, developing, 
maintaining, and operating a highway system 
known as the Thruway.  The Thruway is a 
641-mile superhighway system crossing New 
York State.  It is the longest toll 
superhighway system in the United States.   
 
The construction of the Thruway began in 
1950 and was completed in 1960.  The first 
portion of the highway was opened to traffic 
in June 1954.  The Authority issued bonds to 
finance the construction costs, and repaid the 
bonds from toll revenue and other 
miscellaneous income.  The Authority issued 
subsequent bonds to finance repair and 
reconstruction work on the highway.  The 
Thruway is a self-supporting operation: its 
costs are fully covered by its tolls and 
miscellaneous income generated from its 
operations.   
 
Originally, the Thruway’s tolls were to be 
eliminated when the initial bonds were repaid, 
and New York State was to assume 
responsibility for the costs of operating and 
maintaining the Thruway.  However, in 
accordance with recommendations made in 
1991 by a special State task force (the 
Thruway Authority Transition Advisory 

Council), it was decided that the tolls would 
stay and the Authority would continue to be 
responsible for the costs of operating and 
maintaining the Thruway.  This decision was 
based, in part, on the fact that about one-third 
of the Thruway’s toll revenue comes from 
out-of-State motorists.   
 
In the early 1990s, the Authority’s mission 
was expanded beyond its original purpose of 
operating and maintaining a self-supporting 
toll highway system.  First, the Authority 
became responsible for the operation and 
maintenance of two toll-free highways that 
were owned by the State: the I-287 Cross-
Westchester Expressway and I-84, which runs 
from Pennsylvania to Connecticut.  I-287 
connects to the Thruway and I-84 nearly 
intersects the Thruway (the construction of a 
connecting interchange is underway).  The 
Authority assumed these responsibilities 
under legislation that was enacted in 1990 and 
1991.  Under the legislation, the New York 
State Department of Transportation continued 
to be responsible for capital improvements to 
the two highways.   
 
Further legislation in 1992 made the 
Authority responsible for the New York State 
Canal System, a 524-mile navigable 
waterway consisting of various 
interconnected canals, canalized natural 
waterways, lakes and reservoirs.  While the 
Canal System and the Erie Canal in particular, 
were once important to commerce, they are 
now used primarily for recreational and 
economic development purposes, such as 
tourism.  Under the legislation, the New York 
State Canal Corporation was created as a 
formal subsidiary of the Authority, and was 
charged with operating, maintaining, 
constructing, reconstructing, improving, 
developing, financing and promoting the 
Canal System.  
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In addition, between 1992 and 1996, the 
Authority was required by other legislation to 
perform certain mandated economic 
development projects that were in some way 
related to the Thruway, I-84 or the Canal 
System.  These projects included dredging, 
construction, reconstruction and rehabilitation 
work on the Syracuse and Buffalo Inner 
Harbors; the development and construction of 
the Syracuse Inter-Modal Transportation 
Center; the construction of an access highway 
connecting Stewart Airport to I-84; the 
rehabilitation of certain local bridges over the 
Thruway; and other smaller projects.   
 
The Department of Transportation had been 
responsible for the Canal System as well as 
for I-287 and I-84, and had received State and 
Federal funding for their upkeep.  When the 
Authority assumed responsibility for these 
operations, it began receiving some State and 
Federal funding to help pay for the additional 
responsibilities.  However, the additional 
funding has covered only a small portion of 
the costs of these new operations, and the 
Authority has had to use revenue from 
Thruway operations to cover the balance.   
 
Since 1990, the Authority has spent more than 
$1 billion of Thruway-generated revenue on 
the Canal System ($700.4 million), I-84 
($164.1 million), I-287 ($100.7 million), and 
the mandated economic development projects 
($61.4 million).   
 

Thruway Tolls 
 
Toll revenue accounts for more than 90 
percent of the Authority’s total operating 
revenue.  In 2006, the Authority collected a 
total of $554.4 million in toll revenue.  
Passenger cars, while accounting for almost 
85 percent of the vehicles passing through toll 
collection points, provide only 60 percent of 
the toll revenue.  Commercial vehicles, 

accounting for 15 percent of the trips, provide 
40 percent of the revenue.   
 
There are two types of toll systems on the 
Thruway: a controlled system and a barrier 
system.  Most of the Thruway uses a 
controlled system, in which a ticket is 
provided to drivers when they enter the 
highway at controlled entry points, and must 
be surrendered by the drivers when they leave 
the highway, or the ticketed portion of the 
highway, at controlled exit points.  The tickets 
are surrendered at toll booths, where a toll 
must be paid.  The toll amount is based on the 
type of vehicle (e.g., passenger or 
commercial, with different rates for different 
sizes of commercial vehicles) and the distance 
driven.   
 
In the unticketed portions of the Thruway, 
fixed tolls are collected at toll barriers.  
Commercial and passenger vehicles pay 
different fixed amounts at the barriers.  About 
two-thirds of the toll revenue is collected on 
the controlled system, and one-third on the 
barrier system.   
 
The Authority began using an electronic toll 
collection system (E-ZPass) at some of its 
collection points in 1993, and now collects 
more than 55 percent of the passenger car and 
almost 74 percent of the commercial vehicle 
toll revenue through this system.  To 
encourage the use of E-ZPass, the Authority 
discounts the tolls for participating motorists.   
 
The Authority also offers other discount 
programs, such as an annual permit plan for 
passenger cars using the controlled system, 
commuter rates at the Tappan Zee and Grand 
Island Bridges, commuter programs for 
certain of the toll barriers, and a volume 
discount program for commercial carriers.   
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Toll Increases 
 
Since the start of toll operations in 1954, the 
Authority has instituted six general toll 
increases, as follows: 
 

• In 1959, passenger car tolls were 
increased by 28 percent and 
commercial vehicle tolls were 
increased by 18 percent.  

 
• In 1970, commercial vehicle tolls 

were increased by 19 percent.   
 

• In 1975, passenger car tolls were 
increased by 16 percent in both the 
controlled system and at the barriers, 
and commercial vehicle tolls were 
increased by 8 percent at the barriers 
only.   

 
• In 1980, passenger car tolls were 

increased by 25 percent and 
commercial vehicle tolls were 
increased by 30 percent.   

 
• In 1988, passenger car tolls were 

increased by 32 percent and 
commercial vehicle tolls were 
increased by 38 percent.   

 
• In 2005 a two-phase toll increase was 

approved.  In that year, passenger car 
tolls were increased by 25 percent for 
cash customers and 12.5 percent for E-
ZPass customers, and commercial 
vehicle tolls were increased by 35 
percent for cash customers and 28.3 
percent for E-ZPass customers.  The 
second phase took effect in January 
2008.  On the controlled system, cash 
tolls increased by 10 percent for both 
passenger and commercial vehicles.  
On the barrier system, cash tolls 
increased by varying amounts 

(rounded to the nearest 25 cents) 
ranging from to 9 to 33 percent.   

 
In 2007, Authority officials proposed a further 
series of toll increases.  The proposed 
increases have yet to be approved by the 
Authority’s Board of Directors, and must be 
subject to a public hearing process before they 
can be voted on by the Board.  Authority 
officials expect the public hearing process to 
be completed in Spring 2008 and the Board to 
vote on the proposed increases at that time.   
 
The proposed toll increases would take place 
from July 2008 through January 2010.  Over 
this 19-month period, E-ZPass customers on 
the controlled system would see a cumulative 
increase of either 28 percent (passenger cars) 
or 21 percent (commercial vehicles), cash 
customers on the controlled system would see 
a cumulative increase of 10 percent, E-ZPass 
customers at certain toll barriers would see 
cumulative increases of between 17 and 75 
percent, cash customers at certain toll barriers 
would see cumulative increases of between 5 
and 38 percent, commuter rates would 
increase by varying amounts, and certain 
special commercial discounts would be 
eliminated.  Specifically:  
 

• In July 2008, all E-ZPass tolls would 
be increased.  For passenger cars on 
the controlled system, the E-ZPass 
discount would be reduced from 10 
percent (off the old cash rate) to 5 
percent (off the new January 2008 
cash rate).  This would equate to a 16 
percent increase in tolls, because the 
new 5 percent discount would be 
taken off cash rates that were 
increased by 10 percent in January 
2008.  For commercial vehicles on the 
controlled system, the E-ZPass 
discount would remain at 5 percent, 
but would be taken off cash rates that 
were increased by 10 percent in 
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January 2008.  Consequently, the E-
ZPass tolls for commercial vehicles on 
the controlled system would increase 
by 10 percent.  E-ZPass tolls at the 
barriers would increase by varying 
amounts ranging from 10 to 40 
percent for passenger vehicles, and 10 
to 18 percent for commercial vehicles.   

 
• In January 2009, there would be an 

across-the-board 5 percent increase on 
the controlled system (affecting both 
cash and E-ZPass customers, and both 
passenger and commercial vehicles).  
On the barrier system, there would be 
varying increases at some of the 
barriers.  For passenger vehicles, these 
increases would range from 0 to 25 
percent, for both cash and E-ZPass 
customers; for commercial vehicles, 
the increases would range from 5 to 15 
percent, for both cash and E-ZPass 
customers.  There would also be 
increases in commuter rates (generally 
4 to 6 percent, except at the Tappan 

Zee Bridge, where there would be a 50 
percent increase). 

 
• In July 2009, certain special discounts 

would be eliminated for certain types 
of commercial vehicles (S class 
commercial vehicles, which are a type 
of tractor trailer).   

 
• In January 2010, there would be 

another across-the-board 5 percent 
increase on the controlled system 
(affecting both cash and E-ZPass 
customers, and both passenger and 
commercial vehicles).  On the barrier 
system, there would be increases in 
the cash and E-ZPass rates for 
commercial vehicles (and passenger 
cars pulling trailers) at the Tappan Zee 
Bridge and Spring Valley Barriers.  
There would also be further 5 percent 
increase in certain commuter rates.  

 
 
 

 
The following table summarizes the cumulative effect of these proposed toll increases: 
 

Cumulative Effect of Proposed Toll Increases 
July 2008 through January 2010 

Affected Motorists Cumulative Toll Increase 
E-ZPass passenger vehicles on controlled system * 28 percent 
E-ZPass commercial vehicles on controlled system * 21 percent 
Cash customers on controlled system * 10 percent  
E-ZPass passenger vehicles at barriers 20 to 75 percent 
Cash passenger vehicles at barriers   0 to 25 percent  
E-ZPass commercial vehicles at barriers 17 to 33 percent 
Cash commercial vehicles at barriers   5 to 14  percent 
Commuter rates 10 to 50 percent** 

  * Due to rounding to the nearest five cents or nearest quarter, the actual increases on the controlled system may 
 vary for some drivers, especially on short trips.   

**  Most commuters will incur an increase of 10 percent, but the Tappan Zee Bridge rate is increasing by one 
dollar, representing a 50 percent increase, while high occupancy vehicle commuter rates will be unchanged at 
the Tappan Zee Bridge. 
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According to Authority officials, the proposed 
toll increases are needed to cover cash 
shortfalls projected for the years 2008 through 
2012.  The Authority’s revenue requirements 
are expected to increase during that period 
because of the funding demands of a $2.7 
billion capital plan that was initiated in 2005.   
 
Specifically, in accordance with the direction 
provided by the Authority’s Board of 
Directors, the Authority is committed to 
funding at least 30 percent of its capital needs 
on a pay-as-you-go basis, and financing the 
rest through bond issuances.  In addition, in 
accordance with further direction provided by 
the Board of Directors, the Authority is 
committed to maintaining a certain minimum 
ratio of net revenue to debt service (1.7 to 1).  
However, the Authority’s financial 
projections show that, beginning in 2008, it 
will be unable to meet these standards.   
 
Part of the reason for the projected cash 
shortfalls is the lower-than-expected traffic 
levels on the Thruway, and thus lower-than-
expected toll revenues, as a result of the 
recent increases in fuel prices (highway 
systems across the county are experiencing 
similar reductions).  Higher-than-expected use 
of E-ZPass, with its discounted toll rates, has 
also contributed to lower-than-expected toll 
revenues.   
 
However, the funding demands of the capital 
plan are the main reason for the projected 
cash shortfalls.  Authority officials note that 
the Thruway is entering its sixth decade of 
operation, and the need for reconstruction and 
rehabilitation of the aging infrastructure 
requires an increasing level of investment.  
The officials note that routine maintenance 
programs will not keep the 3,240 lane miles 
of highway and 807 bridges in good and safe 
operating condition.   
 

Thruway Authority Budget 
 
The Authority is an independent public 
benefit corporation managed by a seven-
member Board of Directors.  The Directors 
are appointed by the Governor with the advice 
and consent of the State Senate.  The 
Authority has 3,407 of its own employees and 
fully reimburses the Division of State Police 
for the personal service costs incurred by 343 
State Troopers who patrol the Thruway and I-
84.  Thus, the Authority effectively has a total 
staff of 3,750 employees.   
 
The Authority’s budget for 2008 totals $1.1 
billion.  About $355 million is budgeted for 
Thruway operating expenses, $491 million is 
budgeted for Thruway capital projects, $54 
million is budgeted for Canal System 
operating expenses, $54 million is budgeted 
for Canal System capital projects, and $163 
million is budgeted for debt service payments.   
 
According to the budget, in 2008, the 
Authority expects to receive $597 million in 
toll revenue, $13 million in concession 
revenue from Thruway service areas, $8 
million in interest income, $15 million in 
other miscellaneous income, $422 million in 
bond proceeds, $30 million in Federal 
funding, and $32 million in State and local 
funding.   
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Overall Conclusions 

 
In this audit, we examined the need for the 
toll increases proposed by the Authority 
beginning in July 2008.  We did not examine 
the need for the previously approved toll 
increase taking effect in January 2008.  This 
increase has already been through the public 
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hearing process and was approved by the 
Authority’s Board of Directors.   
 
To determine whether the increases proposed 
for July 2008 through January 2010 are 
necessary, we examined the revenue, expense 
and other financial projections prepared by 
the Authority in support of the increases.  
Such projections are required by Section 2804 
of the Public Authorities Law, which states 
that public authorities should provide, prior to 
the consideration of any future increase in 
tolls or fees for any highway, bridge or 
tunnel, a detailed report of the need and 
implication of such change in tolls or fees.   
 
In this case, the detailed report justifying the 
Thruway toll increases was prepared by the 
Authority’s independent traffic engineer, 
Stantec Consulting Services, Inc., a 
professional consulting firm operating 
throughout the United States and Canada.  
Stantec Consulting Services used financial 
information provided by the Authority in its 
projections.  The projections cover the five-
year period 2008 through 2012.   
 
We examined whether the calculations used 
in developing the financial projections are 

accurate, complete and supported by 
appropriate documentation, and whether the 
assumptions used in developing the 
projections appear to be reasonable and are 
supported by appropriate documentation.  We 
found that the calculations are accurate and 
are, for the most part, supported by 
appropriate documentation. 
 
However, certain Federal funding is 
significantly underestimated, based on past 
experience, and it appears that several non-
essential capital projects could be deferred 
until after 2012.  We also determined that, 
while the Authority plans to implement a 
modest cost-containment initiative, it has not 
implemented serious cost-reduction measures.  
We further determined that Thruway revenues 
could be increased if certain new practices 
were implemented by the Authority.  We 
therefore conclude that the proposed toll 
increases may not be necessary, as presently 
envisioned. 
 
As is shown in the following table, there are 
opportunities for reductions in capital needs 
as well as additional Federal highway 
funding.   
 

In Millions  2008 2009 2010 2011 2012 Total 
       
Additional Federal Highway Funding $  17.0 $  27.6 $  26.8 $  24.5 $  29.4 $125.3
Non-Essential Capital Projects * $  61.0 $  59.9 $  38.7   $159.6

 
  * Additional non-essential capital projects could be identified if an appropriate analysis was performed for 2011 and 

2012.  Our analysis was restricted to 2008-10 due to the tight timeframes of our audit.  Dollars represent the portion 
of non-essential projects funded by the Thruway. 

 
The non-essential capital projects that we 
identified included new E-ZPass lanes ($92.4 
million); new and rehabilitated State Police 
barracks, maintenance buildings and other 
Thruway facilities ($29.2 million); new 
electronic message signs and other 

components in the Authority’s Intelligent 
Transportation System ($14.3 million); new 
Thruway noise barriers ($9.1 million), new 
parking spaces at Thruway service areas ($3.6 
million); new pedestrian bridges on the 
Thruway ($2.8 million); and other smaller 
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projects.  All of these projects appear to be 
useful and beneficial, but since they do not 
affect highway/bridge structural conditions, it 
appears that they are non-essential and thus 
could be deferred.   
 
It should be noted that deferring capital 
projects may not reduce the Authority’s 
revenue needs on a dollar-for-dollar basis.  
This is because of the need for the Authority 
to maintain certain net revenue to debt service 
ratio, and because of the way capital projects 
are funded (through reserves and debt).  
 
Our audit also identifies opportunities for the 
Authority to reduce its operating expenses 
and increase its revenues.  Such cost 
reductions and revenue enhancements would 
further reduce the need for the proposed toll 
increases.  For example, if the Authority used 
a collection agency for certain delinquent E-
ZPass tolls and related administrative fees, it 
could initially collect an additional $6.4 
million in revenue and later collect more such 
revenue.   
 
Because the Authority has not made every 
reasonable effort to accurately estimate its 
Federal funding, prioritize its capital needs, 
reduce its operating costs, and maximize its 
revenues, we conclude that the proposed toll 
increases for July 2008 through January 2010 
may not be necessary, as presently 
envisioned.  We urge the Authority’s Board 
of Directors not to approve these proposed 
toll increases until it has considered the 
findings and recommendations contained in 
this audit report and has determined the extent 
to which the increases can be eliminated, 
reduced or postponed.   
 

Revenues and Other Funding 
 
The Authority typically funds its operations 
from Thruway revenues, reserve balances, 
bond proceeds, Federal funds, and State and 

local funds.  Thruway revenues accounted for 
59 percent of the Authority’s total funds 
(operating and capital) in 2007, and are 
expected to account for 57 percent of its total 
funds in 2008.  The mix of other funding 
sources varies, as follows:  
 

• reserve balances accounted for $107 
million in 2007, and are expected to 
account for $0 in 2008,  

 
• bond proceeds accounted for $233 

million in 2007, and are expected to 
account for $422 million in 2008,  

 
• Federal funds accounted for $44 

million in 2007 and are expected to 
account for $30 million in 2008, and  

 
• State and local funds accounted for 

$17 million in 2007, and are expected 
to account for $32 million in 2008.   

 
We examined the accuracy and 
reasonableness of the Authority’s estimates 
for its funding sources during the five-year 
projection period.  We found that, with the 
exception of Federal funding for Thruway 
capital projects, the estimates appear to be 
reasonable.  The estimates of Federal funding 
for Thruway capital projects appear to be 
understated by at least $125 million (an 
average of $25 million a year).  We 
recommend the Authority adjust its estimates 
to recognize this likely revenue. In addition, 
we determined that Thruway revenues could 
be enhanced if certain new practices were 
implemented by the Authority.   
 

Revenues 
 
In its revenue projections for the five-year 
period 2008 through 2012, the Authority 
estimates its total annual revenues with and 
without the proposed toll increases.  If there 
are no further toll increases after January 
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2008, the Authority estimates that its total 
revenues will increase from $608 million in 
2008 to $655 million in 2012, an average 
increase of about 1.9 percent a year.  If the 
tolls are increased as proposed, the Authority 
estimates that its total revenues will increase 
from $633 million in 2008 to $790 million in 
2012, an average increase of about 6.2 percent 
a year.  
 

The following table shows the annual 
differences in the two revenue projections.  
As is shown, over the five-year projection 
period, the proposed toll increases are 
expected to provide the Authority with $507.4 
million in additional toll revenue and $12.8 
million in additional non-toll revenue (mainly 
additional interest income), for an additional 
$520.2 million in total: 
 

 
Revenue Projections 

(Millions) 
 

 2008 2009 2010 2011 2012 Total 
Toll Revenue       
No Increases $572.2 $580.3 $593.1 $606.2 $619.5 $2,971.3 
With Increases  $596.9 $677.0 $719.1 $734.8 $750.9 $3,478.7 
Difference $  24.7 $  96.7 $126.0 $128.6 $131.4 $   507.4 
       
Non-Toll Revenue       
No Increases $  35.8 $  34.9 $  35.1 $  35.2 $  35.3 $   176.3 
With Increases  $  35.8 $  36.9 $  38.3 $  39.0 $  39.1 $   189.1 
Difference $    0 $    2.0 $    3.2 $    3.8 $    3.8 $     12.8 

Total $   24.7 $  98.7 $129.2 $132.4 $135.2 $   520.2 
 
The estimates of toll revenue are based on 
traffic projections, which were made by the 
Authority’s independent traffic engineer (the 
same independent traffic engineer has been 
working with the Authority since its creation).  
In making these projections, the traffic 
engineer assumed that there would, initially, 
be some loss of traffic if tolls were increased 
as proposed.  However, the traffic engineer 
believes these losses would be relatively 
small because “the Thruway offers large 
travel time advantages over the nearby routes, 
provides excellent services, and . . . even after 
the proposed adjustments, [the Thruway’s 
tolls] generally will be lower than those of 
most toll facilities in the Northeast.”   
 
The traffic engineer further states that its 
estimates of traffic losses due to higher tolls 
are “based on previous experience on the 

Thruway when tolls were raised, and on 
recent experience on other toll facilities.”  
The traffic engineer also assumes that traffic 
volumes will continue to be depressed by high 
fuel prices and motorists will continue to 
switch from cash payments to E-ZPass 
payments.  The traffic engineer states that, in 
its opinion, its traffic projections are 
conservative. 
 
Non-toll revenue includes concessions from 
restaurants and gas stations at service areas, 
interest on investments, fees from special 
permits (such as special hauling permits), 
rental income, E-ZPass violation fees, and 
other miscellaneous revenue.  Concession and 
interest revenue account for most of this 
revenue (e.g., $20.7 of the $35.8 million in 
non-toll revenue estimated for 2008).  The 
estimates of concession revenue are based on 
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projections from existing concessionaire 
contracts and recent sales records.  The 
estimates for the other types of revenue are 
based on past levels and any known changes 
that are likely to occur.  Authority officials 
stated that they plan to increase certain fees 
and rents, and these planned increases were 
taken into account when the revenues were 
projected.   
 
We examined the revenue projections for the 
five-year period.  We verified the calculations 
used in the projection process and evaluated 
the reasonableness of the assumptions used by 
the traffic engineer.  As part of our 
examination, we performed a detailed review 
of the model used by the traffic engineer in 
projecting toll revenues.  
 
We found that the revenues projected by the 
traffic engineer for the five-year period 
appear to be reasonable.  However, the model 
used by the traffic engineer could be 
improved if it used economic factors in its 
forecasting.  
 
We also noted that some of the assumptions 
used by the traffic engineer in estimating 
traffic volume were not documented and, 
therefore, could not be audited.  For example, 
the traffic engineer assumes that some 
motorists will seek alternative routes or 
switch from cash payments to E-ZPass as a 
result of the proposed toll increases, and 
adjusts the projected toll collections to 
account for these behaviors.  While these 
general behavioral assumptions appear to be 
valid, there was no documentation explaining 
why toll collections were adjusted by the 
particular amounts shown in the model.  
Rather, these amounts were based on the 
traffic engineer’s professional judgment.  
 
To provide better assurance the projections 
are based on appropriate, verifiable factors, 
and to help ensure business continuity in case 

this particular traffic engineer is not available 
in the future, we recommend that the basis for 
the assumptions used in the projection process 
be fully documented.   
 
While the revenues projected for the five-year 
period appear to be reasonable, we 
determined that Thruway revenues could be 
enhanced if certain new practices were 
implemented by the Authority.  First, in a 
separate audit of the Authority (Report 2006-
S-101, Uncollected E-ZPass Tolls and Fees), 
we found the Authority has no special 
collection practices for motorists who fail to 
respond to standard billing notices for unpaid 
E-ZPass tolls and related administrative fees.  
According to information prepared by the 
Authority, between January 1, 2000 and 
December 31, 2005, motorists failed to pay 
about $4.5 million in E-ZPass tolls and about 
$22.9 million in related administrative fees.  
While most of the motorists owed $20 or less 
in unpaid tolls, some repeat violators owed 
thousands of dollars.   
 
Unlike two other New York State public 
authorities (the Metropolitan Transportation 
Authority and the Port Authority of New 
York and New Jersey), the Thruway 
Authority does not use a collection agency to 
pursue such debts.  One collection agency 
estimated that it could collect $8.1 million of 
the Authority’s outstanding amounts, which 
net of its fee, would bring in $6.4 million for 
the Authority.  The collection agency could 
also collect additional amounts from 
delinquent motorists in the future.  We 
therefore conclude that, if the Authority used 
a collection agency for difficult-to-collect E-
ZPass tolls and related administrative fees, as 
we recommended in that audit, it could 
initially collect an additional $6.4 million in 
revenue and later collect more such revenue.  
  
Thruway revenues could be further enhanced 
if additional actions were taken to promote 
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private sector sponsorship and advertising on 
the Thruway.  The Authority is already 
promoting such sponsorship at Thruway 
service areas, and realizing revenue as a result 
of the efforts.  However, there is considerable 
opportunity for further efforts of this kind.   
 
For example, in 2007, the Pennsylvania 
Turnpike entered into a three-year, $1.32 
million sponsorship agreement with an 
insurance company to place the company’s 
logo on the Turnpike’s safety patrol trucks.  
The Pennsylvania Turnpike also generates 
about $600,000 a year in non-toll revenues by 
selling advertising space on toll booths, 
printing vendor coupons on the back of toll 
receipts, and displaying company names on 
ticket dispensing machines.  In a current 
initiative, the Pennsylvania Turnpike is 
considering selling naming rights to its 
interchanges (Heinz Food is reportedly 
interested in having its name attached to Exit 
57).  We recommend the Authority evaluate 
the benefits of such revenue-enhancing 
options.   

 

Bond Proceeds and Reserve Funds 
 
The Authority’s authorizing legislation 
provides for the ability to issue negotiable 
debt to finance capital projects for the 
Thruway and Canal System.  The Authority 
issues General Revenue Bonds, which are 
secured by a first lien on all tolls, rents, fees 
and other income derived from the operation 
of the Thruway.  Generally, the Authority 
funds a portion of its capital projects through 
these bonds, funding the remainder through 
cash reserves on a pay-as-you-go basis.   
 
As of December 31, 2007, the outstanding 
debt on the Authority’s General Revenue 
Bonds was $2.42 billion.  The final maturity 
date on this debt is January 1, 2036.  Debt 
service payments for 2008 will be $163.1 
million.  These payments are expected to rise 
to about $244.7 million in 2012.  
 
The Authority recently issued bonds in March 
2005, September 2005 and October 2007.  
The Authority used some of the proceeds 
from these bonds for its $2.7 billion multi-
year capital program, which was initiated in 
2005.  However, the Authority also used a 
significant portion of these proceeds (about 
67 percent) to refinance past debt and 
replenish declining cash reserves, as follows:   
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Issue Date Proceeds 
Available 

for Capital 
Plan 

Amounts for 
Payment of 
Maturing 

Notes and for 
Refund of 

Prior Bonds 

Deposit for 
Debt 

Service 
Reserve 

Issuance 
Costs and 

Underwriters 
Fees 

March 
2005 

$661,563,592 $25,000,000 $614,520,032 $11,492,500 $10,551,060

September 
2005 

$775,296,112 $200,000,000 $525,000,000 $36,897,557 $13,398,555

October 
2007 

$1,064,912,426 $550,859,889 $461,874,852 $36,221,068 $15,956,617

Totals $2,501,772,130 $775,859,889 $1,601,394,884 $84,611,125 $39,906,232
 
To complete the funding of its multi-year 
capital program, the Authority plans to issue 
an additional $1.26 billion in debt during the 
five-year projection period.  
 
The amount of additional bonds to be issued, 
and when they will need to be issued, depends 
on (1) the Authority’s future cash position and 
(2) when the projects on the capital plan are 
actually initiated.  On the first point, the 
greater the Authority’s cash reserves, the less 
the need for bond proceeds to fund the 
projects.  On the second, if projects fall 
behind schedule or are deferred, the need for 
project funding is postponed.   
 
The Authority’s financing projections take 
into account its commitments to (1) fund at 
least 30 percent of its capital needs on a pay-
as-you-go basis by 2011 and (2) maintain a 
certain minimum ratio of net revenue to debt 
service.  While the Authority’s Fiscal 
Management Guidelines require a minimum 
ratio of 1.5 to 1, in accordance with direction 
provided by the Authority’s Board of 
Directors, the Authority is committed to 
achieving a ratio of 1.7 to 1 by 2011.  The 
Authority’s General Revenue Bond 
Resolution requires that the debt coverage 
ratio be at least 1.2.    
 

We examined the Authority’s financing 
projections to verify their mathematical 
accuracy and determine whether they enabled 
the Authority to achieve the 30 percent pay-
as-you-go rate and 1.7 debt coverage ratio.  
We found that the projections were 
mathematically accurate.  We also found that 
the projections enabled the Authority to meet 
the two financing goals established by the 
Board of Directors.  
 
In accordance with its General Revenue Bond 
resolution, the Authority has established the 
following four reserve funds:   
 

• the Debt Service Reserve Fund, which 
is restricted to retain funds equal to the 
maximum amount of aggregate debt 
service for any 12-month period on all 
outstanding debt;   

 
• the Construction Fund, which is 

restricted to hold moneys paid into it 
from the sale of bonds to pay for the 
costs of capital projects;  

 
• the Reserve Maintenance Fund, which 

is restricted to hold funds required to 
be deposited each fiscal year, with a 
minimum of $30 million per year, for 
the  purpose  of  paying  specific  costs  
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relating to the capital plan and to pay debt 
service on bonds when deficiencies exist; 
and  

 
• the Unrestricted Reserve, which 

includes any remaining balance of 
revenues after all other operating 
expenses, debt service reserves, and 
Reserve Maintenance reserves have 
been provided for.  Unrestricted 
Reserves funds are used to pay for 
Canal System capital projects. 

 
As of December 31, 2006, these reserves, 
excluding the Debt Service Reserve, totaled 
$211.9 million.  At the end of the 2002 fiscal 
year, these reserves, excluding debt service, 
totaled $95 million.  By the end of the 2005 
and 2006 fiscal years, these reserves had risen 
to $194.9 and $211.9 million, respectively.  
According to Authority officials, this was due 
to construction delays primarily related to the 
Tappan Zee Bridge re-decking project.  As of 
October 30, 2007, these reserves had declined 
to $156.1 million, consisting largely of bond 
proceeds from the October 2007 bond sale 
that will be used to pay for capital projects 
during the 2008 fiscal year.    
 
We conclude that reserve balances are 
appropriate and the Authority has 
appropriately factored available reserve 
balances into its capital project financing 
plans.  
 

Federal, State and Local Funding 
 
The Authority receives relatively small 
amounts of Federal, State and local funding, 
and much of this funding is used for the Canal 
System.  For example, in the 2008 budget, 
$17.4 of the $30.4 million in Federal funding 
is for the Canal System and $7.9 of the $31.8 
million in State and local funding is for the 
Canal System.  About $10.5 million in State 
funding represents the Department of 

Transportation’s reimbursement for I-84 
operating expenses.  Additional amounts of 
State and local funding are shown in the 
Authority’s budget, but these amounts are not 
actually received by the Authority; rather, 
they represent the State or local share for 
Thruway capital projects in which the 
Authority and the State or a locality share 
funding responsibility (such as bridges over 
the Thruway).  
 
Each year, the Authority receives some 
Federal funding for certain designated capital 
projects on the Thruway.  The Authority’s 
2008 budget contains $13.0 million in such 
funding.  The State Department of 
Transportation, in conjunction with local 
transportation planning organizations, 
determines which Thruway projects receive 
Federal funding.  Each year, the State receives 
Federal aid for highway projects, and the 
Department of Transportation meets with the 
local planning organizations to decide how 
the aid is to be allocated among the various 
eligible highway projects in the State.  The 
Thruway is eligible for this funding under an 
agreement established in 1992 between the 
Authority, the Department of Transportation, 
and the Federal Highway Administration.   
 
For the five-year projection period, the 
Authority estimated that it would receive 
$24.7 million in Federal highway funding (an 
average of $4.9 million a year).  We 
examined the reasonableness of this 
projection and found that it was significantly 
understated, because no new Federal highway 
funding was projected for the period.  The 
amounts projected related only to ongoing 
projects that were allocated Federal funding 
in prior years.   
 
Authority officials acknowledge this 
understatement, stating that the amounts were 
not projected because they are not yet known.  
They noted that Federal highway funding for 
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capital projects is allocated on an annual basis 
and future allocations cannot readily be 
predicted.  Various highway projects in New 
York State are eligible for such funding, and 
there is no way of knowing how much total 
funding New York will receive or which 
particular projects will be allocated portions 
of this funding.   
 
We acknowledge the uncertainty of these 
future funding amounts, but also note that, 
between 1988 and 2007, the Authority 
received an average of $33.5 million a year in 
Federal highway funding.  It therefore seems 
that the Authority’s projected average of $4.9 
million a year in such funding is unreasonably 
low.  While there is no way of knowing for 
certain how much new Federal highway 
funding the Authority will receive during the 

projection period, it is likely the Authority 
will receive some new funding.   
 
Accordingly, we recommend the Authority 
adjust its projections to include a reasonable 
estimate for Federal highway funding.  We 
note that the Department of Transportation 
estimates future Federal highway funding in 
its five-year projections.  We therefore 
believe it is not unreasonable to expect the 
Authority to do the same.   
 
It would be reasonable for the Authority to 
estimate at least $30 million a year in Federal 
highway funding (this is consistent with the 
past average of $33.5 million a year).  
Adjusted estimates in this manner would 
result in an additional $125.3 million being 
available for the period, as follows: 

 
In Millions Federal Highway 

Funding Estimates 2008 2009 2010 2011 2012 Total 
Now $13.0 $  2.4 $  3.2 $  5.5 $    .6 $  24.7 
Anticipated $30.0 $30.0 $30.0 $30.0 $30.0 $150.0 
Difference $17.0 $27.6 $26.8 $24.5 $29.4 $125.3 

 
Recommendations 

  
 1. Ensure that the assumptions used in 

 the revenue projection process are 
 fully documented.   

 
 2. Use a collection agency or some other 

 means to improve the collection of 
 delinquent E-ZPass tolls and related 
 administrative fees from motorists 
 who do not respond to standard billing 
 notices.   

 
 3. Evaluate the benefits of pursuing 

 additional means of raising revenue 
 through private-sector advertising and 
 sponsorship.   

 

 4. Include a reasonable estimate for 
 future Federal highway funding in the 
 funding projections.   
  

Thruway Operating Expenses 
 
We examined the accuracy and 
reasonableness of the Authority’s estimates 
for Thruway operating expenses during the 
five-year projection period.  We found that 
the estimates are only a projection from past 
Authority spending practices.  The Authority 
has performed no comprehensive analysis of 
its ability to reduce Thruway operating costs.  
We note that the new Director of the 
Massachusetts Turnpike Authority is 
performing such an analysis to determine 
where that Turnpike Authority’s costs can be 
reduced.  We recommend the Thruway 
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Authority perform a similar analysis to 
identify where its costs can be reduced.   

 
Types of Operating Expenses 

 
The Authority divides the Thruway’s 
operating expenses into four general 
categories: departmental expenses, general 
charges, other operating expenditures, and 
reserves for claims and indemnities.  In the 
Authority’s budget for 2008, departmental 
expenses totaled $226.8 million, general 
charges totaled $118.8 million, other 
operating expenditures totaled $7.1 million, 
and reserves for claims and indemnities 
totaled $2.0 million, for a grand total of about 
$355 million.   
 
Departmental expenses are incurred for 
Thruway maintenance ($71.3 million); toll 
collection ($43.9 million); State police 
services ($34.1 million); equipment and 
inventory management ($32.8 million); 
administration ($11.4 million); information 
technology ($10.3 million); finance and 
accounting services ($8.7 million); traffic 
services ($7.3 million); and engineering 
services ($6.9 million).   
 
General charges are incurred for payroll 
benefits such as employee health insurance 
and pensions, E-ZPass account management, 
insurance premiums and surety bonds, and 
other miscellaneous expenses.  Payroll 
benefits account for most ($95 million) of 
these expenses.   
 
Other operating expenditures are made for 
small, non-capitalized equipment items and 
small, non-capitalized construction projects.  
Reserves for claims and indemnities relate to 
expenses that are incurred for personal injury 
lawsuits and other legal claims.  
 
A total of 2,776 of the Authority’s own 
employees and the 343 State Troopers are 

assigned to the Thruway, for a total Thruway 
staff of 3,119 (in addition, 89 staff are 
assigned to I-84 and 542 staff are assigned to 
the Canal Corporation).  The Thruway staff 
positions (which include some vacancies) are 
assigned to the following areas of operations: 
 

• administration, finance and 
information technology - 434 

 
• operations (toll collection, State Police 

and traffic services) - 1,047 
 

• engineering services - 201 
 

• Thruway maintenance and equipment 
management - 1,437 

 
The net personal service costs associated with 
these 3,119 staff accounted for about $287 
million of the total $355 million (81 percent) 
in operating expenses included in the 2008 
budget.   
 
As noted, 89 Authority staff positions are 
assigned to the maintenance and operation of 
I-84.  Beginning in November 2007, the 
maintenance and operations expenses of this 
toll-free State highway are to be fully 
reimbursed by the Department of 
Transportation pursuant to a one-year 
agreement between the Authority and the 
State (the agreement was made to compensate 
the Authority for toll revenue that was lost 
when tolls for all vehicles were removed at 
two Thruway toll barriers in Buffalo in 
October 2006).  If the agreement is not 
renewed, the Department of Transportation 
will assume these responsibilities in the 
future.  Since the Authority formally acquired 
the Cross-Westchester Expressway (I-287), 
the other toll-free State highway it maintains, 
its maintenance and operations expenses for I-
287 are included among the overall Thruway 
maintenance and operations expenses 
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(however, the State is still responsible for 
capital projects on this highway).   
 
Thruway maintenance ($71.3 million) is by 
far the largest operating expense for the 
Thruway.  It includes maintenance of the 
Thruway’s roadway, bridges, and buildings 
and other structures, and snow and ice 
removal.  The Thruway has 3,240 lane-miles 
of roadway and 362 buildings and other 
structures.  The buildings and other structures 
include:  
 

• 59 buildings at one central and four 
regional administrative headquarters,  

 
• 146 maintenance buildings located 

throughout the State, 
 

• 55 buildings at the Thruway’s service 
areas,  

 
• 49 interchange buildings for toll 

collection staff,  
 

• 13 State Police barracks for the 
Troopers who patrol the Thruway,  

 
• 12 toll barriers, and  

 
• 28 radio towers and miscellaneous 

structures.   
 
In addition, the Authority has full or partial 
maintenance responsibility for 807 Thruway 
bridges (the State shares in the responsibility 
for 68 overhead bridges).  
 
The Authority also owns and operates a fleet 
of vehicles and maintenance/construction 
equipment, and operates an Intelligent 
Transportation System consisting of 
permanent overhead message signs, closed 
circuit televisions, and traffic count stations.   

Projected Operating Expenses 
 
In its projections for the five-year period 2008 
through 2012, the Authority estimates that its 
operating expenses will increase from about 
$355 million in 2008 to about $400 million in 
2012, an average increase of about 3.2 percent 
a year.  These estimates are based on present-
day costs, terms of existing labor contracts, 
changes in pension funding requirements, 
continued inflation for wages and operating 
and maintenance supplies, and a new cost-
containment initiative.   
 
Under the cost-containment initiative, the 
annual growth in the adjusted operating 
budget (the total operating budget less “other 
operating expenditures” and reserves for 
claims and indemnities) is not to exceed 3.5 
percent.  In addition to this small reduction in 
the growth of its annual operating budget, 
further savings are to be realized through the 
elimination of ten or more full-time staff 
positions in each year between 2008 and 
2011.  These staffing reductions are expected 
to generate $750,000 in savings in 2008, with 
the annual savings increasing to $3 million in 
2011, when a total of at least 40 staff 
positions are to have been eliminated.   
 
Other operating expenditures and reserves for 
claims and indemnities are generally 
projected at the same level throughout the 
five-year projection period (other operating 
expenditures are projected at $7.1 million in 
2008 and at $6.25 million in each following 
year; reserves for claims and indemnities are 
projected at $2.0 million in each year).   
 
It should be noted that, in making its expense 
projections, the Authority simply applied a 
3.5 percent annual rate of growth to the prior 
year’s total adjusted operating expenses.  The 
Authority then subtracted the expected 
savings from the intended reductions in staff 
positions.  There was no detailed analysis of 
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specific Thruway operating expenses, even 
though different types of expenses may be 
affected by different factors.  For example, 
the factors affecting toll collection costs (such 
as expected reductions in cash payments and 
expected increases in E-ZPass payments) are 
different than the factors affecting 
information technology costs.  
 
There was also no analysis of the Authority’s 
ability to reduce Thruway operating costs.  It 
is possible that, in some areas of its 
operations, there may be waste or 
inefficiencies, and as a result, unnecessary 
costs are being incurred.  Under the 
Authority’s budgeting process (i.e., across-
the-board 3.5 percent increases), any such 
inefficiencies would simply be perpetuated.   
 
We further note that, in planning to reduce 
staffing levels by ten or more full-time 
positions a year, the Authority is not targeting 
specific types of positions for elimination and 
is not even targeting filled positions.  Rather, 
any positions, including those that have been 
vacant for years, can be counted if they are 
eliminated.   
 
For example, in 2008, the Authority planned 
to eliminate 12 Thruway positions.  All 12 
positions were vacant, and seven of the 
positions had been vacant for at least one full 
year.  In fact, one of the positions (a stores 
clerk) had been vacant for more than four 
years (April 2003) and another (a toll 
collector) had been vacant for about three 
years (November 2004).  We question 
whether the elimination of such positions 
truly qualifies as cost-containment.   
 
We also note that Authority officials could 
provide no basis for their goal of eliminating 
at least 40 positions over the five-year 
projection period, just as they could provide 
no basis for their goal of limiting the increase 
in their operating expenses to 3.5 percent a 

year.  While such cost reductions may, in fact, 
be the most the Authority can reasonably be 
expected to achieve, it is also possible that 
greater reductions can be achieved.  In the 
absence of a comprehensive, top-to-bottom 
analysis of the Thruway’s operating expenses, 
the adequacy of the Authority’s cost-
containment initiative cannot be evaluated.   
 
Authority officials stated that, in their 
opinion, they already perform a 
comprehensive analysis of Thruway operating 
expenses during each annual budget cycle, as 
the budget requests from each operating unit 
are subject to thorough and rigorous reviews 
by the Authority’s Department of Finance and 
Accounts.  In addition, staffing levels are 
periodically reviewed and new positions 
require a cost-benefit review and justification 
prior to approval.  The officials further noted 
that, during the development of the 2008 
budget, the operating units were instructed to 
hold their expenses to 2007 levels, and to be 
prepared to justify any increases.  They also 
noted that expenditures are constantly 
monitored and immediate action is taken 
whenever material variances from the budget 
are identified.  
 
We acknowledge the efforts that have been 
made by the Authority to contain operating 
expenses.  However, such efforts appear to be 
geared towards maintaining existing costs at 
their current levels, which is not the same as 
determining whether any of those costs can be 
reduced or eliminated.  We found no 
indication the Authority has performed this 
type of analysis.   
 
In addition, despite the Authority’s efforts to 
contain its operating expenses, the expenses 
have been increasing at higher-than-expected 
rates.  In 2004, in connection with the toll 
increases that were then proposed for 2005 
and January 2008, the Authority projected its 
operating expenses for the next six years.  In 
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2005, 2006 and 2007, the actual operating 
expenses (or projected actual for 2007 as of 
November 2007) exceeded the projections by 
1.4 percent, 3.5 percent and 6.5 percent, 
respectively (the actual operating expenses in 
those years grew by 2.7 percent, 5.3 percent 
and 5.3 percent, respectively).  For 2008, 
2009 and 2010, the expenses projected in 
2007 (in connection with the toll increases 
proposed for July 2008 and after) exceeded 
the expenses projected in 2004 by 8.1 percent, 
9.2 percent and 10.0 percent, respectively.  It 
thus appears that, unless a new approach is 
taken to cost containment, Thruway operating 
expenses could continue to increase at higher-
than-expected rates.   
 
To provide better assurance the operating 
expenses projected by the Authority for toll 
adjustment purposes are, in fact, subject to 
appropriate cost-containment efforts, we 
recommend the Authority perform a 
comprehensive, top-to-bottom analysis of 
Thruway operating costs in connection with 
all toll adjustment requests to identify where 
costs can be reduced.  The Authority should 
consider whether this analysis should be 
performed by an independent party, as is the 
case with the Authority’s revenue projections.   
 
For example, we have a current audit in 
progress of State-wide overtime controls at 
the Division of State Police (Report 2007-S-
16, Overtime Controls).  This audit points out 
that State Troopers patrolling State roadways, 
including the Thruway, are paid overtime 
when they appear in local vehicle and traffic 
courts, during non-duty hours, to be available 
in case they are needed to provide testimony 
about traffic tickets they have issued to 
motorists on the Thruway.  These overtime 
costs are fully reimbursed by the Thruway 
Authority.  
 
However, we found that the Troopers are 
rarely asked to provide testimony during these 

appearances, and could wait to see if the cases 
actually go to trial before appearing in court.  
Some Commanders instruct their Troopers to 
take this approach, but others do not.  If this 
approach were taken by State Troopers 
patrolling the Thruway, a significant portion 
of their overtime costs of nearly $1.9 million 
could have been avoided for the State fiscal 
year ending March 31, 2007.   
 
We believe that, if other areas of the 
Thruway’s operations were subject to the 
same type of scrutiny, or if other Thruway 
operating costs were analyzed in a thorough 
and comprehensive manner, similar 
opportunities for cost savings could be 
identified.   
 

Recommendation 
 

5. Perform a comprehensive, top-to-
 bottom analysis of Authority operating 
 costs to identify where costs can be 
 reduced.  In addition, in the future, 
 perform this analysis in connection 
 with all toll adjustment requests.  
  

Capital Projects 
 
We examined the accuracy and 
reasonableness of the Authority’s estimates 
for capital expenditures during the five-year 
projection period.  Our review of a sample of 
capital projects indicates that the projects’ 
cost estimates are supported by appropriate 
documentation and appear to be reasonable.  
We also found that the projects themselves 
appear to be useful and beneficial.   
 
We further found the Authority appears to be 
capable of maintaining the planned capital 
activity which is entailed by its capital plan.  
However, our analysis of this capability was 
hampered, to some extent, by a weakness in 
the Authority’s capital project management 
system, and we cannot conclusively state that 
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the Authority will be able to complete all of 
its capital plan by 2011, as scheduled. 
 
We also question whether it is necessary for 
the Authority to complete all the projects on 
the plan by that time.  We identified several 
non-essential projects that do not affect 
highway/bridge structural conditions, and 
thus, could be deferred until after 2012.  
These projects were budgeted for a total of 
nearly $160 million in the three years we 
examined (2008 through 2010).   
 
We note that such non-essential projects 
could not readily be identified, because the 
projects on the capital plan were not 
prioritized.  We recommend the Authority 
prioritize its capital projects, analyze all five 
years of the capital plan, and determine which 
of its non-essential projects can be deferred 
until after 2012.   
 
We also determined that there was no detailed 
support for $152 million in estimated 
equipment replacements and $61 million in 
estimated inflationary cost increases for 
construction materials.  We recommend that 
these estimates be supported by detailed 
documentation.   
 

Capital Plan 
 
In 2005, the Authority initiated a multi-year 
capital plan that now totals $2.7 billion (the 
plan initially totaled $2.6 billion, but revisions 
in 2007 increased the plan to its current level).  
The plan has three major components:  
 

• Thruway bridge and highway projects 
($2.14 billion), 

 
• Thruway equipment replacement and 

other facility capital needs ($334.5 
million), and  

 

• Canal System projects and mandated 
economic development projects 
($265.3 million). 

 
Authority officials expect the plan to be 
completed in 2011.  In 2005 and 2006, capital 
expenditures from the plan totaled $145.4 
million and $244.6 million, respectively; in 
2007, they were expected to total $438.9 
million.  Thus, in the three years prior to the 
five-year projection period, capital 
expenditures from the plan are expected to 
total $828.9 million.   
 
In the final four years of the plan (2008 
through 2011), capital expenditures are 
expected to total $1.91 billion.  In addition, in 
the final year of the five-year projection 
period (2012), capital expenditures are 
expected to total $429.4 million.  Thus, 
during the five-year projection period, the 
Authority’s capital expenditures are expected 
to total $2.34 billion, as follows: 
 

Capital Expenditures 

Year Total  
(in Millions) 

Actual or 
Estimated 

2005 $   145.4 Actual 
2006 $   244.6 Actual 
2007 $   438.9 Estimated 
Subtotal $   828.9 Estimated 
   
2008 $   545.4 Estimated 
2009 $   477.2 Estimated 
2010 $   456.6 Estimated 
2011 $   429.2 Estimated 
Subtotal $1,908.4 Estimated 
Plan 
Total 

 
$2,737.3 

 
Estimated 

   
2012 $   429.4 Estimated 
2008 - 
2012 

 
$2,337.8 

 
Estimated 
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The dollar value of the Authority’s current 
capital plan is much larger than the dollar 
value of its prior capital plans; the most recent 
multi-year capital plan, covering the period 
1997 through 2002, totaled $1.55 billion.  
According to the Authority, the current capital 
plan was developed mainly to meet the need 
for increased reconstruction and rehabilitation 
of the Thruway’s aging infrastructure, most of 
which is at least 50 years old, and to address 
congestion and delays from increasing traffic 
volumes on the Thruway.   
 
The capital plan includes more than 300 
individual projects.  The expected 
construction costs for the 343 projects for 
which construction contracts have been 
awarded, or are about to be awarded, range 
from less than $100,000 to as much as $147 
million, as follows:  
 

• 10 projects are budgeted for between 
$50 million and $147 million in 
construction costs, for a combined 
total of $805.7 million in such costs 
(an average of nearly $81 million per 
project); 

 
• 21 projects are budgeted for between 

$15 million and $49.9 million in 
construction costs, for a combined 
total of $432.6 million in such costs 
(an average of nearly $21 million per 
project); 

 
• 60 projects are budgeted for between 

$5 million and $14.9 million in 
construction costs, for a combined 
total of $495.0 million in such costs; 
(an average of about $8 million per 
project) 

 
• 252 projects are budgeted for less than 

$5 million in construction costs, for a 
combined total of $395.5 million in 

such costs (an average of about $1.6 
million per project).   

 
In addition to construction costs, project costs 
may also be incurred for feasibility studies, 
environmental studies, design services, 
inspection services, material testing, and other 
services.   
 
The capital plan provides for 520 lane miles 
of new and/or rehabilitated highway; 196 
new, rehabilitated or improved bridges; 69 
new higher-speed E-ZPass lanes; six new 
dedicated E-ZPass lanes; seven new noise 
barrier locations; and 195 new parking spaces 
for trucks at service areas.   
 
The capital plan also provides for toll barrier 
improvements and reconfigurations to enable 
non-stop travel from one end of the system to 
the other, including improved access to major 
connector roads such as I-84 and the 
Massachusetts Turnpike (I-90).  The capital 
plan also includes the rehabilitation of certain 
interchange and connecting ramp pavement, 
and work at toll barriers includes elements 
required for the safe implementation of 
higher-speed E-ZPass lanes.   
 
It should be noted that the capital plan does 
not include a major project that will likely 
have to be initiated in the foreseeable future: 
the replacement or reconstruction of the 
Tappan Zee Bridge, the largest bridge in the 
Thruway system.  Opened to traffic in 
December 1955, the Tappan Zee Bridge was 
built to last 50 years.  A $50 million re-
decking project on the current capital plan is 
intended to keep the Bridge in service a while 
longer, but the current structure will soon 
have to be rebuilt or replaced.   
 
The Authority is participating in a 
comprehensive study of the Tappan Zee 
Bridge I-287 Corridor in conjunction with the 
Department of Transportation and the 
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Metropolitan Transportation Authority, and 
proposals for the replacement or 
reconstruction of the Bridge are being 
considered.  Any extended interruption of 
traffic across the Bridge would have a 
significant effect on Thruway revenue, 
because toll collections at the Bridge account 
for a significant portion of the Thruway’s 
total toll revenue (about 18 percent in 2006).    
 
According to the Authority’s projections, if 
the bridge projects included on the capital 
plan are not implemented, the number of 
Thruway bridges in poor condition will nearly 
double by 2012, increasing from 39 to 77, and 
the number of bridges in good condition will 
decrease by 100, from 431 to 331.  Even if all 
the bridge projects on the capital plan are 
implemented, the number of bridges in poor 
condition will increase to 45 and the number 
in good condition will decrease to 384.  The 
following table summarizes the Authority’s 
projections relating to bridge condition: 
 

Number of Bridges Bridge 
Condition 

Rating Currently 
With 

Capital 
Plan 

Without 
Capital 

Plan 
Good 431 384 331 
Fair 337 378 399 
Poor   39   45   77 

 
Support for Capital Plan 

 
To determine whether the capital expenditures 
projected by the Authority were supported by 
appropriate documentation and appeared to be 
reasonable, we performed two audit tests.  In 
our first test, we reviewed a sample of capital 
projects.  In our second test, we reviewed a 
sample of equipment replacements.   
 
In our first test, we judgmentally selected a 
total of 30 capital projects for review.  We 
selected 16 projects that were expected to 
have expenditures in 2008 and 14 projects 

that were expected to have expenditures in 
2009.  We selected different types of projects 
with relatively high-dollar amounts.   
 
Included in our sample were bridge, highway, 
architectural, canal and Intelligent 
Transportation System projects. The 16 
projects for 2008 accounted for $236.1 
million of the capital project expenditures 
budgeted for that year, and the 14 projects for 
2009 accounted for $112.4 million of the 
capital project expenditures budgeted for that 
year.  
 
We then reviewed the documentation 
supporting the capital expenditures estimated 
for those 30 projects in those two years.  We 
found that the estimates were adequately 
supported by the documentation and appeared 
to be reasonable.  The estimates for the more 
complex projects were voluminous and 
detailed, and while the estimates for the less 
complex projects were not as detailed, they 
appeared to be sufficient for the nature and 
scope of the projects.  The cost of some 
projects had increased since their initial 
estimates, but this appeared to be the result of 
inflation, and in some instances, changes in 
project scope.   
 
In our second test, we judgmentally selected a 
sample of 78 equipment items projected for 
replacement in 2008.  The 78 items were 
projected to cost $7.7 million, and thus 
accounted for 22 percent of the total $34.8 
million in equipment replacements projected 
for that year.  In selecting our sample, we 
selected a mixture of low, mid and high-dollar 
value items from certain administrative units 
(the Buffalo Division, State Police and 
Administrative Vehicles, and the units 
responsible for I-84 and I-287). Our sample 
included such items as State Police vehicles, 
administrative vehicles, construction 
equipment, snow plows, pressure washers, 
lawn mowers, and message sign boards.   
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We reviewed the documentation supporting 
these equipment replacements to determine 
whether the items qualified for replacement 
under the Authority’s written equipment 
replacement guidelines.  We found that 70 of 
the items appeared to qualify for replacement.  
We could not determine whether the 
remaining eight items qualified for 
replacement, because five of the items were 
not specifically listed in the equipment 
replacement guidelines and the 
documentation for the other three items did 
not contain enough information for a 
determination.  However, for the purposes of 
our overall reasonableness test, it appears that 
the equipment replacements were, for the 
most part, appropriate and reasonable.  
 
To estimate its capitalized equipment 
replacements for 2008, the Authority did a 
needs assessment and identified specific items 
that needed replacement.  However, for 2009 
through 2012, the Authority performed no 
needs assessment.  Rather, it estimated total 
capitalized equipment replacements of $38.0 
million in each of the four years.  The 
Authority’s Director of Fiscal Budget and 
Audit told us these estimates are temporary 
“placeholders” that are based on past 
experience.  Estimates based on actual needs 
will not be developed until the budgets for 
those years are developed.   
 
We asked for documentation to support the 
estimate of $38 million for 2009 through 
2012, but no documentation was provided.  
We recommend the Authority base all 
equipment replacement estimates on 
documented needs assessments.   
 

Reasonableness of Capital Plan 
 
The amounts budgeted annually for capital 
expenditures in 2008 through 2011 (between 
$429 and $545 million) are much larger than 
any prior annual amounts actually expended 

by the Authority for capital projects.  As is 
shown in the following tables, between 1996 
and 2006 (the most recent year for which total 
actual capital expenditures were available), 
the Authority’s capital expenditures ranged 
between $145.4 and $305.2 million, and 
averaged only $219.9 million: 
 

 
In addition, in 2003 through 2006, the 
Authority’s actual capital expenditures were 
consistently lower than the amounts budgeted, 
as follows: 
 

Amounts in Millions Year Budgeted Actual Difference 
2003 $337.9 $229.0 $108.9 
2004 $313.0 $188.6 $124.4 
2005 $240.7 $145.4     $  95.3 
2006 $358.1 $244.6 $113.5 

 
Therefore, to assess whether it was reasonable 
to expect the Authority to be able to complete 
the large amount of work contained in its 
current capital plan by 2011, we examined the 
reasons for the Authority’s shortfalls in 
capital expenditures in 2005 and 2006 to 
determine whether those same reasons might 
affect the Authority’s capital spending in 
2008 through 2011.  In addition, we analyzed 
the progress made, as of November 30, 2007, 
on (1) the capital projects budgeted for that 

Actual Capital Expenditures 
(in Millions) 

1996 $  146.3 
1997 $  158.5 
1998 $  250.7 
1999 $  305.2 
2000 $  233.7 
2001 $  283.2 
2002 $  234.0 
2003 $  229.0 
2004 $  188.6 
2005 $  145.4 
2006 $  244.6 

Average $  219.9 
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year and (2) the contract award process for 
capital projects budgeted for 2008, the single 
largest year in the plan for capital 
expenditures ($545.4 million).   
 
We found that, in 2005 and 2006, the 
shortfalls in capital expenditures were caused, 
to a large extent, by the delay in starting a 
single major project: the re-decking of the 
Tappan Zee Bridge.  Since a delay on one 
project may be an isolated incident, we cannot 
infer from this one delay that similar spending 
shortfalls can be expected in 2008 through 
2011.  
 
In addition, we found that, as of November 
30, 2007, the Authority had initiated 289 of 
the 306 project items budgeted for that year 
(some projects consist of only one “item,” 
while others have multiple “items” - i.e., 
discrete parts), and incurred $295.4 million in 
capital expenditures from a budget of $438.9 
million.  Once again, delays on the Tappan 
Zee Bridge project were responsible for much 
of the spending shortfall.   If this project 
were removed from consideration and the 
remaining budgeted amounts for the year 
were prorated to November 30, 2007, the 
expenditures as of that date accounted for 93 
percent of the prorated budgeted amounts. 
 
For 2008, we found that, as of November 30, 
2007, the Authority had already awarded 
contracts for 251 of the 565 project items 
budgeted for that year, and was close to 
awarding contracts for 26 other project items.  
The contracts for the 251 items totaled about 
$284 million and the contracts for the 26 
other items are expected to total about $12 
million.  It thus appears that the Authority is 
making fairly good progress on its capital 
plan for 2008.   
 
On the basis of these analyses, we cannot 
conclusively state that the Authority will be 
able to complete all of its capital plan by 

2011, but its performance in 2007 and its 
progress on 2008 indicate that the Authority is 
capable of achieving higher levels of capital 
expenditures than in the past.   
 
According to Authority officials, the higher 
levels of spending projected for this capital 
plan are due, in large part, to inflationary 
increases in costs for certain construction 
materials.  The officials also note that the 
project scopes on the current capital plan tend 
to be larger than the project scopes on past 
plans, because of the age of the Thruway and 
the increased need for major rehabilitation 
and reconstruction.   
 
Our analysis of the Authority’s progress on 
the capital projects budgeted for 2007 was 
hampered, to some extent, by a weakness in 
the Authority’s capital project management 
system.  The management reports used by 
engineering personnel are based on project 
items, while the management reports used by 
finance personnel are based on aggregate 
dollars spent.  The only way to relate the two 
reporting systems, and thus determine how 
much has been spent on each individual 
project item to date, is to match the individual 
dollar figures from one report to the 
individual project item identification numbers 
on the other report.  This is a laborious, time-
consuming process.   
 
As a result of this weakness in the Authority’s 
capital project management system, it is 
difficult to determine the actual progress to 
date on the capital plan.  The Board of 
Directors thus has no ready means of 
monitoring this progress, and may be unable 
to respond effectively when public officials 
seek information about the status of particular 
projects.  We recommend the Authority 
develop management reports showing the 
progress to date and dollars spent on each 
individual project item.  
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Prioritization of Individual Capital Projects 
 
The current capital plan contains more than 
300 individual projects, and each project 
contains one or more project item.  We 
reviewed descriptions of the project items and 
noted that some items are clearly more critical 
than others because they affect 
highway/bridge structural conditions.  Despite 
these differences in importance, the projects 
and project items are not prioritized to 
facilitate any adjustments that may need to be 
made in response to unanticipated funding 
shortages.  We recommend the projects and 
project items on future capital plans be 
prioritized to facilitate such adjustments.   
 
In the absence of clearly indicated 
prioritization, essential project items cannot 
be distinguished from non-essential items 
without a detailed analysis of certain 
Authority records.  We performed such an 
analysis for 2008 through 2010 to determine 
how the Authority’s funding needs for the 
Thruway would be affected if non-essential 
project items (i.e., those not affecting 

highway/bridge structural conditions) were 
deferred until after 2012.  We did not review 
any projects for 2011 and 2012 because of the 
time-consuming nature of the review and the 
tight timeframe for our audit.  In performing 
our analysis, we included only that portion of 
the project funded by the Thruway.   
 
We identified a total of 59 non-essential 
project items.  The estimated cost of these 59 
items, between 2008 and 2010, is $159.6 
million.  Included among the items are new E-
ZPass lanes; new noise barriers; new parking 
spaces at service areas; new Thruway 
pedestrian bridges; new and rehabilitated 
Thruway facilities (such as State Police 
barracks, maintenance buildings and toll 
interchange facilities); new components for 
the Intelligent Transportation System; new 
canal trails; a project to keep the public 
informed about decisions relating to the 
replacement of the Tappan Zee Bridge; and 
the relocation of fiber optic cables installed 
along the Thruway. 
 

 
 
Type of Project Item Number 2008 2009 2010 Total * 

E-Z Pass Lanes 11 $39,032,367 $40,058,942 $13,287,318 $92,378,627
New/Rehabilitated Facilities   6 $12,064,761 $9,440,647 $7,677,379 $29,182,787
Intelligent Transport System   8 $1,365,564 $6,716,826 $6,176,379 $14,258,769
Noise Barriers   9 $1,085,333 $996,667 $6,988,250 $9,070,250
Parking Expansion   6 $3,089,208 $498,000 $0 $3,587,208
Pedestrian Bridges   2 $2,783,600 $0 $0 $2,783,600
Canal Trails 15 $929,996 $760,367 $5,762 $1,696,125

Public Outreach and Fiber 
Optic Relocation   2 $629,285 $504,286 $0 $1,133,571
Inflationary Increases ** -- $0 $878,000 $4,596,979 $5,474,979

Total * 59 $60,980,114 $59,853,735 $38,732,067 $159,565,918
  * - May not add up due to rounding.   

** - As is explained below, the Authority projects annual inflationary cost increases for certain types of        
project items, and it appears that such increases are projected for 12 of the items in the table.   
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In noting that these items could be deferred 
because they do not affect highway/bridge 
structural conditions, we are not questioning 
the value and benefit of the items.  They all 
appear to be useful items that would either 
improve Thruway service, address complaints 
about noise from the Thruway, meet 
established recreational goals, or meet other 
identified public needs.   
 
However, these project items are clearly less 
critical than bridge and highway repair and 
reconstruction project items, and could be 
deferred if necessary.  Indeed, some of these 
items were deferred in the past, when it 
became apparent that there was not enough 
funding available for all the items on the 
Authority’s capital plan.   
 
If these project items, and their costs, were 
deferred until after 2012, the Authority’s 
revenue needs during the five-year projection 
period would be reduced (as was noted 
previously, the Authority’s revenue needs 
would not be reduced on a dollar-for-dollar 
basis, because of the need for the Authority to 
maintain a certain debt coverage ratio and 
because of the way capital projects are 
funded).  As is shown in the preceding table, 
during 2008, 2009 and 2010, these costs are 
projected to total $61.0 million, $59.9 million 
and $38.7 million, respectively.  In addition, 
since some of the items are scheduled to 
extend into 2011, the revenue needs for that 
year would also be reduced.  
 
We recommend the Authority perform, for 
2008 through 2012, the same review we 
performed for 2008 through 2010.  
Specifically, we recommend the Authority 
identify the non-essential capital project items 
that are scheduled for all five years, and their 
related costs, to determine how the 
Authority’s funding needs for the Thruway 

would be affected if the items were deferred 
until after 2012.   
 
It should be noted that, as of November 30, 
2007, contracts had been awarded, or were 
about to be awarded, for $102.9 million of the 
total $159.6 million in estimated project costs 
for 2008, 2009 and 2010.  The work on these 
contracts can still be cancelled or suspended, 
because the contracts are contingent on the 
availability of funding, and sufficient funding 
would not be available if the proposed toll 
increases were not approved.  However, such 
an action would have an effect on the 
contractors, and this effect would need to be 
taken into account in the decision-making 
process.   

 
Estimated Inflationary Increases 

 
During our review of project items, we 
determined that, beginning in 2009, the 
Authority was projecting an annual amount 
for inflationary increases on highway and 
bridge construction contracts.  These 
increases represent the amounts by which the 
contract values are expected to increase from 
the dates the values are originally estimated to 
the dates the contracts are actually awarded.  
For the three-year period 2009 through 2011 
(the three remaining years in the capital plan), 
the Authority projected a total of $61.2 
million in such increases.  About $15 million 
was projected for 2009, $18.9 million for 
2010, and $27.3 million for 2011.   
 
To estimate these increases, the Authority 
added between 5 and 7 percent to the sum of 
the affected contracts in the year the contracts 
were let.  We acknowledge the need for the 
Authority to estimate such inflationary 
increases in costs.  However, Authority 
officials could provide no documentation to 
justify the percentage increases that were 
estimated in each year and no project-by-
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project break down to support the total 
estimate for each year.  As a result, we cannot 
evaluate whether the $61.2 million estimate of 
these costs is reasonable.  We recommend the 
Authority document the basis for these 
estimates.  We also note that, in applying the 
entire inflationary increases in the years the 
contracts were let, the Authority may be 
overstating the increases in those years.  This 
is because some of the contract payments may 
not be made until subsequent years. 
 
We further note that 12 of the 59 non-
essential project items that we identified 
would qualify for inflationary costs increases.  
The Authority does not break down its $61.2 
million estimate for inflationary increases on 
an item-by-item basis, but using the 
estimation methodology described by 
Authority officials, we estimate that $5.5 
million of this amount would relate to these 
12 non-essential project items.  As a result, if 
these items are deferred until after 2012, the 
$61.2 million estimate for inflationary 
increases would be decreased accordingly.   
 

Recommendations 
 

6. Base all equipment replacement 
 estimates on documented needs 
 assessments. 

 
7. Develop management reports showing 

 the progress to date and dollars spent 
 on each individual project item. 

 
8. Prioritize the projects and project 

 items on future capital plans to 
 facilitate any adjustments that may 
 need to be made in response to 
 unanticipated funding shortages.   

 
9. Identify the non-essential capital 

 projects that are scheduled for 2008 
 through 2012, determine which of 
 those projects can be deferred until 

 after 2012, and determine how the 
 Authority’s funding needs for the 
 Thruway would be affected if the 
 projects were deferred.   

 
10. Document the basis for any estimates 

 of inflationary increases in 
 construction contracts.   
  
 

Non-Thruway Activities 
 
In the early 1990s, the Authority was given 
four additional areas of responsibility that 
went beyond its original mission of 
constructing, operating and maintaining the 
Thruway: I-84, I-287, the Canal System, and 
various mandated economic development 
projects across the State.  The Authority has 
spent more than $1 billion in Thruway 
revenue on operating expenses and capital 
projects in these four areas, as follows: 
 

• Canal System - $700.4 million 
 
• I-84 - $164.1 million 
 
• I-287 - $100.7 million  

 
• Economic development projects - 

$61.4 million 
 
Unquestionably, if the Authority could have 
used that revenue for Thruway purposes, the 
current financial condition would be stronger.  
The Authority’s Executive Director in a letter 
to the Deputy Secretary to the Governor on 
December 13, 2007, in response to questions 
about the proposed toll increases, noted that if 
the Authority had been able to retain this $1 
billion in Thruway revenue and use it for 
Thruway purposes, “it would have been in a 
better position to weather the impact [of] 
current gas prices and reduced traffic.”   
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Going forward, the Canal System is the only 
non-Thruway project that is expected to need 
significant amounts of Thruway revenue.  I-
84 is to be fully funded by the State, I-287 has 
been purchased by the Authority and made 
part of the Thruway, and the remaining 
mandated economic development projects are 
expected to need only about $105,000 in 
Thruway revenue.   
 
The 524-mile Canal System consists of four 
Canals: the 338-mile Erie Canal, the 60-mile 
Champlain Canal, the 24-mile Oswego Canal, 
and the 92-mile Cayuga-Seneca Branch.  
Connections to the Syracuse and Rochester 
Harbors make up an additional 10 miles of the 
Canal System.  The Canal System links the 
Hudson River with Lake Champlain, Lake 
Ontario, the Finger Lakes, the Niagara River, 
and Lake Erie.  There are a total of 57 locks 
and 18 lift bridges in the Canal System.   
 
While the Canal System may be used for 
commercial purposes, such as shipping and 
tour boats, it is used mainly for recreation.  To 
help revitalize the Canal System and its 
surrounding communities, in 1992, the State 
Legislature created the Canal Recreationway 
Commission.  The Commission was charged 
with developing a revitalization plan for the 
Canal System, and in August 1995, it 
presented such a plan: the Canal 
Recreationway Plan.   
 
The Canal Recreationway Plan provides the 
criteria and framework for the development of 
the Canal System into a recreationway system 
and establishes the goals and objectives for 
increasing the Canal System’s recreation use, 
promoting its historic heritage, and enhancing 
its economic development potential.  The Plan 
recommends the construction of seven 
harbors at gateways and key destinations 
along the Canal System, and to improve canal 
frontage at lock sites and municipalities along 
the System, proposes 96 service port and lock 

projects of varying complexity.  The Plan also 
proposes the creation of a continuous 500-
mile trail spanning the entire length of the 
Canal System.   
 
The Canal Corporation, a subsidiary of the 
Authority, was created in 1992 to operate and 
maintain the Canal System (the Department 
of Transportation previously had these 
responsibilities).  The Canal Corporation’s 
stated goal is “to transform the Canal System 
into a world class recreationway, with 
clustered development to foster recreation, 
tourism and economic development, while 
preserving the natural and historical 
environment of the System and its adjacent 
communities.”  In September 1995, the Canal 
Corporation adopted the Canal Recreationway 
Plan, and since that time, has initiated several 
of the projects contained in the Plan.   
 
The Canal Corporation has a total of 542 
authorized staff positions.  In the Authority’s 
budget for 2008, the Canal Corporation is 
budgeted $53.5 million for operating 
expenses and $54.1 million for capital 
projects.  While the Canal Corporation 
receives some State and Federal funding 
($25.2 million is estimated for 2008), most of 
its activities are funded by Thruway revenue 
($80.4 million is estimated for 2008).  The 
Canal Corporation also receives proceeds 
from certain specially designated Authority 
bonds ($2.0 million is estimated for 2008).  
The Canal Corporation generates revenue 
from leases on property that it owns along the 
Canal System.  In 2006, such revenue totaled 
$1.65 million.   
 
In its projections for the five-year period 2008 
through 2012, the Authority estimates that the 
Canal Corporation’s operating expenses will 
increase from $53.5 million in 2008 to $59.6 
million in 2012, an average increase of about 
2.9 percent a year.  In addition, the Authority 
estimates that the Canal Corporation’s capital 
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expenditures will decrease steadily from 
$54.1 million in 2008 to $37.1 million in 
2012, an average decrease of about 7.9 
percent a year.  The Authority estimates that a 
total of $395.3 million in Thruway revenue 

(an average of about $79 million a year) will 
be needed to cover the operating expenses and 
capital costs not covered by other funding 
sources, as follows: 
 

 

 
Projections for Canal System 

(In Millions) 
 

 2008 2009 2010 2011 2012 Total 
Operating Expenses $  53.5 $  53.8 $  59.0 $  58.0 $  59.6 $ 283.9 
Capital Expenditures $  54.1 $  44.7 $  41.9 $  41.2 $  37.1 $ 219.0 
Total  $107.6 $  98.5 $100.9 $  99.2 $  96.7 $ 502.9 
       
Non-Thruway Funding $  27.2 $  18.6 $  20.9 $  22.9 $  18.0 $ 107.6 
Thruway Revenue $  80.4 $  79.9 $  80.0 $  76.3 $  78.7 $ 395.3 

 
We did not evaluate the reasonableness of the 
projected operating expenses, but note that, as 
was the case with Thruway operating 
expenses, there was no detailed analysis of 
specific Canal Corporation operating 
expenses and no documentation analysis of 
the Corporation’s ability to reduce its 
operating costs.  For the capital expenditures, 
we found that the cost estimates for those 
projects were adequately supported by 
documentation and appeared to be reasonable.  
In addition, $1.7 million in canal trail projects 
were included among the non-essential 
project items that we identified. 
 
In our recent audit of the Canal Corporation 
(Report 2005-S-66), we identified a number 
of weaknesses in controls over capital 
projects and noted that work on the 500-mile 
Canalway Trail was $17 million, or about 49 
percent, over budget and at least two years 
behind schedule. 
 
AUDIT SCOPE AND METHODOLOGY 

 
We conducted our audit in accordance with 
generally accepted government auditing 

standards.  We audited the Thruway 
Authority’s revenue, expense and other 
financial projections for the period January 1, 
2008 through December 31, 2012, as 
presented in the report entitled New York 
State Thruway Financial Requirements and 
Proposed Toll Adjustments.  This report 
shows the need for and implications of the 
Authority’s proposed toll increases, as 
required by Section 2804 of the Public 
Authorities Law.  We examined whether the 
calculations used in developing the financial 
projections were accurate, complete and 
supported by appropriate documentation, and 
whether the assumptions used in developing 
the projections appeared to be reasonable and 
were supported by appropriate 
documentation.  
 
To accomplish our objective, we interviewed 
Authority officials and staff, and reviewed 
Authority records and documents.  We also 
interviewed representatives of Stantec 
Consulting Services, the engineering firm 
which prepared the toll revenue projections, 
and reviewed their projection model.  In 
addition, we drew upon information acquired 
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in certain other recent audits we conducted at 
the Thruway Authority, the Canal 
Corporation, and the Division of State Police. 
 
In addition to being the State Auditor, the 
Comptroller performs certain other 
constitutionally and statutorily mandated 
duties as the chief fiscal officer of New York 
State.  These include operating the State’s 
accounting system; preparing the State’s 
financial statements; and approving State 
contracts, refunds and other payments.  In 
addition, the Comptroller appoints members 
to certain boards, commissions and public 
authorities, some of whom have minority 
voting rights.  These duties may be 
considered management functions for 
purposes of evaluating organizational 
independence under generally accepted 
government auditing standards.  In our 
opinion, these functions do no affect our 
ability to conduct independent audits of 
program performance. 
 

AUTHORITY 
 
This audit was performed pursuant to the 
State Comptroller’s authority under Article X, 
Section 5 of the State Constitution and 
Section 2803 of the Public Authorities Law.   
 

REPORTING REQUIREMENTS 
 
A full copy of the Authority’s response is 
included in this report as Appendix A.  Our 
rejoinders to the Authority’s response are 
included in this report as Appendix B, State 
Comptroller Comments. 
 
Within 90 days of the final release of this 
report, as required by Section 170 of the 
Executive Law, the Chairman of the New 
York State Thruway Authority shall report to 
the Governor, the State Comptroller, and the 
leaders of the Legislature and fiscal 
committees, advising what steps were taken to 
implement the recommendations contained 
herein, and where recommendations were not 
implemented, the reasons therefor. 
 
CONTRIBUTORS TO THE REPORT 
 
Major contributors to this report were Carmen 
Maldonado, Gerald Tysiak, Roger C. Mazula, 
Wayne Bolton, Raymond Barnes, Michael 
Brisson, Anthony Calabrese, Meredith 
Holmquist, Tom Marks, Frank McEvoy, 
Steve Elliott and Dana Newhouse. 
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1. Our actual conclusion, as stated in the 
report, is that “the proposed toll increases 
for July 2008 through July 2010 may not 
be necessary, as presently envisioned” 
[emphasis added].  We arrived at this 
conclusion based on our audit findings 
that the Authority has not made every 
reasonable effort to accurately estimate 
Federal funding, prioritize its capital 
needs, reduce its operating costs, and 
maximize its revenues.  Our audit was not 
designed to compute the toll increases.  
Rather, our audit was intended to 
determine whether the Authority had 
done enough to justify its proposed toll 
increases.  In the course of a few weeks, 
we were able to identify several 
significant cost-saving and revenue-
enhancement opportunities, causing us to 
conclude that the Authority needs to take 
the additional steps recommended in this 
report.   

 
2. We continue to believe it is unreasonable 

for the Authority to estimate that it will 
receive no new Federal aid for capital 
projects after 2007.   

 
3. It appears that the Authority has already 

begun to determine whether some of its 
capital projects could be deferred, as we 
recommend.  We urge the Authority to 
continue this process for its entire capital 
plan, and to prioritize its entire capital 
plan, as we also recommend.   

 
4. As we note in our report, despite the 

Authority’s efforts to contain its 
operating expenses, the expenses have 
been increasing at higher-than-expected 
rates.  We also saw no evidence that the 
Authority had performed a top-to-bottom 
analysis of its operations for the purpose 
of identifying possible cost reductions, as 
opposed to merely containing the growth 

in cost increases.  As the Authority notes, 
we did not “characterize the magnitude of 
operating reductions that would have to 
be made.”  This was because such a 
characterization was not the purpose of 
our audit.  Rather, our audit was intended 
to determine whether the Authority had 
done enough to justify its proposed toll 
increases.  

 
5. We note that the Authority has made little 

progress in its efforts to obtain the 
services of a collection agency.  
Authority officials told us they were 
seeking such services more than a year 
ago, when we were auditing the 
Authority’s E-ZPass collection practices.  
We believe this lack of progress supports 
our conclusion that the Authority has not 
made every reasonable effort to reduce 
costs and maximize revenues.  We also 
note that the $6.4 million estimate for E-
ZPass collections was based on 
information provided to us by the 
Authority during our audit of its E-ZPass 
collection practices.   

 
6. We question the Authority’s claim that its 

E-ZPass administrative fees represent the 
recovery of its collection costs.  A 
collection agency would incur the costs 
of collection.   

 
7. The Authority states that it may not 

receive new Federal funding for capital 
projects because the funding agreement 
between the Authority and DOT expired 
in 2005.  The Authority indicates that it 
would not be prudent to estimate any new 
Federal funding for capital projects 
because such funding is not guaranteed. 
However, we note that the Authority 
continued to receive new Federal funding 
for capital projects in 2006 and 2007, at 
levels consistent with historical trends.  



 
 

 

 

Therefore, while we acknowledge a 
degree of uncertainty from the lack of a 
formal agreement, we believe it is 
unreasonable to estimate that the 
Authority will receive no such funding, 
when it has consistently received the 
funding in the past even after the 
agreement expired.   

 
8. We encourage the Authority to take such 

steps to reduce its operating costs, but 
continue to recommend that a 
comprehensive, top-to-bottom analysis of 
its operations be performed to identify all 
possible cost reductions.   

 
9. In a letter dated June 28, 2007, to the 

Division of the Budget, OSC stated that, 
$12.3 million in administrative fees 
related to State Police indirect costs were 
outstanding.  The letter requested that the 
Division of the Budget further consider 
the situation and make a determination. 

 
10. We are not suggesting that the Authority 

perform a full needs assessment for each 
individual item of equipment.  Rather, we 
are recommending that the Authority’s 
estimates of future capital equipment 
needs be based on a systematic and 
documented process.  For example, 
certain replacement cycles may be 
appropriate for certain types of 

equipment, such as vehicles.  We also 
note that the Authority has not modified 
its future estimates of capital equipment 
items, even though it will no longer be 
responsible for the maintenance of  I-84. 

 
11. The Authority states that it does have a 

process for prioritizing capital projects, in 
that priority projects are included on the 
capital plan.  However, there are no 
priority distinctions among the projects 
included on the plan, and we believe such 
distinctions should be made to better 
enable management to make decisions 
when funding is not available for all the 
projects included on the plan. 

 
12. As we note in the report, the Authority’s 

$60 million estimate for inflationary 
increases is not documented.   

 
13. The Authority states that some of the 

projects classified as non-essential have 
been completed or removed from the 
program.  This is not consistent with the 
information that was provided to us by 
the Authority during our audit.  Also, if 
this is so, the Authority’s capital 
projections were overstated by the 
amounts of these projects. 
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