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16th Annual RMLUI Land 
Use Conference

Steve Hogan,
Executive Director

Goin’ Down the Road Feelin’ Bad:  Are 
Tollways, Toll Lanes and HOT Lanes 

the Solution to Highway Blues? –
In a nutshell, NO!!!!!!!!!
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Are toll roads and toll lanes a part of 
the problem, or part of the solution?

• Building out of congestion?
• Highway financing system 

broken
• Toll roads/lanes a partial 

solution
• Different ways to build toll 

roads 

Bloggers, Editorials, Letter Writers

• Too Pricey
• Need Congestion To Work
• Public Subsidies
• Free of Regulation
• Need Government Support
• No Public Oversight
• Avoiding Environmental Reviews
• Impacts on local jurisdictions

If true, there would be no toll roads in 
the United States, or the rest of the 
world, today – but there are, and 
especially in Europe and China

Choice – An Alternative in meeting 
21st century transportation needs

• Environmentally compatible 
• Fiscally prudent
• Pays for itself – sustained 

value of system and its  
maintenance 

• Non-competitive with other tax 
supported alternatives

• Planning, not responding
• Respects local control

Some Road, or No Road?
• Price of congestion?
• Who wants what?
• Available Funds?
• Do roads and mass transit 

compete for the same dollars?
• Are toll roads different?
• Why does it matter?
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E-470 Toll Road

• Growth dependent funding
• 150,000 transactions/day
• $100,000,000 toll revenue
• Tolls & Fees
• Desired by locals
• $750,000,000 Cost
• Impacts on other projects?

I-25 HOT Lanes

• Ease congestion
• Value pricing?
• Mandatory transponder 

compatibility
• No cash
• Easy demo project?

C-470 “Free” Road/Tolled Lanes

• Travel alternatives
• Financing alternatives
• Proposal - Just getting worse 

more slowly?
• Litigation
• Irony of Douglas County
• Boulder Turnpike

Private Toll Facilities
• Super slab – wrong idea?
• Texas – 1000 mile corridors
• Chicago - $1.3 billion
• Indiana - $1.8 billion
• Washington, D.C. – family owned
• Australia – middle of Melbourne
• Europe – government concessions
• The rest of the World – building like 

there is no tomorrow

Northwest Corridor/Jefferson 
Parkway

• Part of beltway?
• $15 million already
• EIS v. ?
• Validity of prior studies
• Local construction issues
• Drawing traffic or moving 

traffic?
• CDOT – Study results and no 

money?

The Northwest Parkway
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Northwest Parkway

• IGA’s & local control
• Planned non-development
• No tax dollars
• Full environmental analysis
• Open space dollars
• Local road improvement
• Trails and wetlands
• Built to accommodate mass transit

Environmental Requirements

• EA or EIS
• EIS, or Something Else
• Cost
• Wetlands
• Noise
• Raptors
• Endangered Species
• Air Quality

Financing & Public Interest

• Tax Dollars & Competition
• Bonds/Credit Enhancement
• Full Faith & Credit
• Whose Financing Rules?
• What do ratings mean?
• Taxpayers or bondholders?

In transportation, who pays for 
what?

• Highways
• Local streets
• Toll roads
• Mass transit

Which Can Pay For Itself?
• Toll Roads
• Hot Lanes
• Toll Lanes

Northwest Parkway Model
• Public Ownership
• Environment Impacts
• Local Impacts
• Local Control
• No Induced Growth
• Public/Private Partnership
• Public Scrutiny
• Private Financing

What’s Next for Tolling?

• Project by project
• Full system
• Tax supported bonding
• Private supported bonding
• Private long term leases
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Are Toll Facilities the Answer?

• A partial solution
• Meet community criteria and 

environmental demands
• Different financing
• Local control
• Local Interests

Final thoughts
We can’t build our way out of 
congestion, but there are costs 
to congestion we can mitigate.  
We can’t afford to continue to 

subsidize transportation like we 
did, but we need all the 

alternatives, including those 
subsidized.  Do we find a way 

to take advantage of all the 
alternatives, or do we simply 

give up, give in and quit trying? 
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What I believe:

There is a serious transportation 
infrastructure problem in the USA
Governments at all levels would be 
remiss if we were not talking about 
the problem and searching for 
solutions
The allure of “new roads without 
taxes” is counterproductive to finding 
real solutions

When Toll Roads Make Sense

Dense urban corridors that feed city centers
Existing congestion for longer trips
Local acceptance of tolling
Provide significant benefits to users that 
they will pay for

i.e. Toll roads work when built to solve a traffic 
problem but not when they are built to spur 
development.

Congestion – the necessary 
ingredient

“Free alternatives mean lower revenues.”
Texas Department of Transportation

“In some cases, where free roads are 
designed to take people to and from the 
same points as a toll road, they would 
use the free road to avoid the toll.”

Tom Norton, Executive Director CDOT

Is gridlock  by design good public policy?

Non-Compete Agreements

“Nearly all new toll road 
projects, in order to sell bonds 
to investors, must offer some 
degree of protection from 
unlimited tax-funded 
competition from competing free 
highways.”

Robert Poole, The Reason Foundation
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Standard and Poor’s

Competition Protection
In the past. governments have elected to:

Implement traffic-calming measures

Close or degrade capacity

Impose truck bans

Narrow competing streets

“These assurances, however, have the capacity to 
enhance forecast confidence.”

[40 years]

E-470 Competition Protection

Participating jurisdictions agreed to 

Lower speed limit on Tower Road

Add stop lights

Reduce maintenance

J P Morgan

“Start-up Toll Roads: Separating Winners from 
Losers”

May 2002
Municipal Credit Monitor

Studied 24 recent US toll roads opened since 1989
1st year median actual toll revenue < 50% of forecast
3rd year median actual toll revenue < 55% of forecast

Standard and Poor’s

Traffic Risk in Start-up Toll Facilities
September 2002
32 toll roads world wide 

Studies commissioned by project 
sponsors had twice the error rate of 
studies commissioned by banks.

Standard and Poor’s  2003 Update

Studied 68 toll roads
“Variability … is greater than earlier 
indications suggested.”
Optimism bias remains a consistent 
feature of toll road forecasting.

Standard and Poor’s continued

Key miscalculations:
User’s willingness to pay

Recession / economic downturn

Future land use

Actual time savings lower than predicted

Improvements to competitive free routes

Considerably lower usage for trucks

Lower off-peak traffic
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Standard and Poor’s continued

Traffic Risk Index: High risk factors
Long-term forecasts required
Ring-roads / beltways around urban area
Non-congested corridor
Many alternate routes
Tolls higher than the norm
‘Peaky’ demand profile
Greenfield site

Toll road financing strategies

Increased liquidity [borrow money to make 
front end debt service]

Very long term debt [like a 40 year, interest-
only home mortgage]

Equity participation [as much as 50%]
Government

Private sector

Unlimited ability to raise the toll rates

Is this good public policy ?

Toll roads cost more to build
Very high financing costs
Cost of collection [10-15% of revenues]
Tolls at $0.21 / mile 
State gas tax @ $0.22 / gallon 

Assume 20 mpg = $0.01 per mile

CDOT EIS on C470 toll lanes

Cost to build Toll lanes = 51% more than 
general purpose lanes [GPL]
Average Delays in 2025:[Eastbound AM peak]

No Build   =  20 – 21 minutes
New GPL   =    1 - 2 minutes
Toll lanes  =    1 - 2 minutes on the toll lane

=  17 – 18 minutes on the 
remaining general purpose lanes

Are these policies in the public interest ?

The privatization of highways 

The fragmentation of the highway system 

Inducing congestion for the very long 
term on roads that must be used by 
people who cannot pay the tolls.

“roads for the rich” –
Al Lewis, Denver Post

Conclusion

Toll road forecasting is seriously flawed
Public will only pay extra when they 
perceive a real value
Toll roads benefit through traffic at 
considerable expense to local residents
Public officials are not leading us 
through rigorous decision-making 
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Leadership

Leit
“Go forth and die”
Not a funding issue but a 
leadership issue




