The Legislature created the Transportation Infrastructure Model for
Economic Development (“I'TME"} program in 1989 to fund 16 transporia-
tion-related projects. The projects included highway, bridge, port and air-
port improvements expected to spur economic development. The
Legislature levied a four-cent-per-gallon gasoline tax for 15 years to pay for
the projects.

Today, at the mid-point in the program, only three of the projects have
been completed and it is clear there will not be enough money to finish
them all. This report examines the history of the TIME program and rec-
ommends a future course of action.

HISTORY

The TIME program was enacted in 1989 subject to voter adoption of a con-
stitutional amendment later that year. The broader purpose of the amend-
ment was to dedicate transportation-related taxes to be spent on highways
and other transportation purposes. Voter approval of the amendment crear-
ed the Transportation Trust Fund, which would pay for most transporta-
tion programs in the state, and activated the TIME program legislation as
well. Both the TIME program and the Transportation Trust Fund became
effective January 1, 1990. The state projects funded by both are the responsi-
bility of the state Department of Transportation and Development

(DOTD).

The TIME law levied a four-cent per gallon tax on gasoline and special fuels
for 15 years (from January 1, 199C to December 31, 2004) and dedicated the
revenues to be spent only on 16 designated projects. The constitution
exempted these 16 from the general requirement that projects compete in
the regular priority system for funding.

The funding for most transportation and public works spending in
Louisiana, other than for TIME projects, is from the Transportation Trust
Fund. Revenue from the state tax on gasoline, motor fuels and special fuels
(currently 16 cenus per gallon) and the license tax on private automobiles is
dedicated to the Transportation Trust Fund. Money in this fund may only
be appropriated for transportation-related expenditures. Prior to the cre-
arion of this fund, these taxes were mingled with other state revenues in the



state’s general fund. There was no
requirement that the state spend irs
transportation-related revenue
only on transportation and, in
fact, it was using much of the rev-
enue for other purposes.

Today, the Legislarure may appro-
priate Transportation Trust Fund
money for the DOTD, construc-
tion and maintenance of state and
federal roads and bridges, flood
control, ports, airports, transit,
parish roads, state police (traffic
control), and repayment of bonded
indebtedness. Funding of road and
bridge, flood control, port and air-
port projects must be done using
priority systems based on demon-
strated need.

Most of the Transportation Trust
Fund revenues are spent on road
maintenance and construction
(generally called the highway pri-
ority program). The sum of the
appropriations for ports, flood
control, parish roads and state
police may not exceed 20% of the
annual transportation-related rev-
enues. No less than one cent must
go to the parish road fund (this
minimum has been exceeded in
recent years). An amount equal to
the tax revenues from aviation fuel
must be used for airports.

The Transportation Trust Fund’s
major revenue source is the state’s
16-cents-per-gallon tax on gasoline
and special fuels. The 1989 consti-
tutional amendment phased in the
dedication of this ax to the fund
over three years starting with 12
cents 1n fiscal year 1989 (July 1,
1989 to June 30, 1990), increasing
1o 14 cents in fiscal year 199C (July
1, 1990 to June 30, 1991) and then
to the full tax beginning July 1,
1991. Together, the motor fuels
taxes dedicated to the TIME pro-
gram and to the Transportation
Trust Fund total 20 cents per gal-
lon.

THE ARGUMENT
FOR TIME

TIME supporters promoted the pro-
gram as an economic development
tool and a way to create jobs. One of
the program’s major goals was to
build a four-lane highway network
linking cities with populations of
5,000 or more.

TIME consists of 16 major highway,
bridge, port and airport construction
projects. (See Table 1.) Included are

projects involving about 500 miles of

highway, mostly to widen existing
two-lane highways on north-south
routes to four lanes. Other projects
include major improvements to the
New Orleans port and airporrt,
construction of two new bridges
and the widening of an existing
bridge. DOTD has divided these
Major projects 1nto more manage-
able sub-projects, which may be as
small as widening a single mile of
road. The constitution limits the
TIME program to those projects
listed in the statute and says they
“shall be funded as provided by
law.” The TIME law lists an expen-
diture amount for each project.




However, a 1996 Attorney
General opinion stated that, while
the TIME projects are constitu-
tionally designated, the costs are
aot. Thus, the Legislature can
change them. The opinion also
says money other than TIME rev-
enue could be used to fund the
projects. This would include
Transportation Trust Fund money
as well as federal funds. Annually,
DOTD officials give the
Legislature a list of the TIME sub-
projects scheduled for construction
during the next year. The
Legislature then appropriates a
lump sum amount to be spent
on the TIME projects. The depart-
ment retains discretion to reallo-
cate the money among the pro-
Jects.

Some of the TIME projects were
previously in the highway priority
prograni. One argument used to
build support for TIME was that
transferring the projects would
free priority program money for
other projects. Another argument
was that no federal funds would be
spent on the TIME projects, thus
ensuring those funds would be
available for the priority program.

THE PROBLEMS

Critics have noted the program’s
slow progress, the number of proj-
ects funded in the New Orleans
area, the rising costs and the lack
of money to complete the planned
projects by 2004. Other concerns
are that the program lacks priori-
ties and that the Legislature (in
writing the original bill) added
some projects, for political reasons,
that may not be justifiable.

Several decisions and assumptions
made before, and soon after the

initiation of the program, contributed
to this situation. These included:

® Underestimated project costs.

® No documentation of the eco-
nomic benefits the projects would
provide.

@ A decision to sell bonds that
added interest costs to projects.

© A decision to lend $160 million
to the Transportation Trust Fund.

@ Flawed provisions for repay-
ment of the loan.

@ A decline in the real value of
LrASPOITAtioN revenues.

® Unrealistic promises made to
the public.

® Inclusion of some TIME proj-
ects that are not part of the state high-
way system.

The question now is should the
remaining TIME projects be complet-
ed and, if so, how will the state pay
for them?

Only Three
Projects Completed

In the eight years since the Legislature
enacted TIME, only three of the 16
projects have been completed:
improvements to the Port of New
Orleans and the New Orleans
International Airport, and the con-
struction of a new Westbank
Expressway.

As of October 31, 1997, only 65 of
nearly 500 miles of planned TIME
road improvements were either com-
pleted or under a construction con-
tract. (See Tables 2 and 3.) A total of
$687 million had been spent or obli-
gated to contracts since the program’s
inception. (See Table 4.) The three
completed projects cost $208 million,
or 30% of the spending to dare.

The costliest project to date is U.S.
90 from Morgan City to Houma,
with $256 million spent or
currently under contract. The
project will be completed when
the current contracts are finished
in 1999.

The remaining $223 million was
allocated among most of the other
projects. DOTDs policy has been
to spread money among all the
TIME projects rather than 10 com-
plete them sequentially. The only
project that has not received any
funding is the widening of the
Huey P. Long bridge in New
Orleans. DOTD has placed this
project indefinitely on hold along
with two new bridges—one for St.
Francisville and one over the
Industrial Canal in New Orleans.

Some critics have complained that
New Orleans has and will contin-
ue to benefit disproportionately
from the TIME program. While it
is true that about half the TIME




Westbank Expressway

Earhart Boulevard

West Napoleon

Huey P. Long Bridge

Port of New Orleans

TOTAL

TIME Projects
U.5. 171: Lake Charles to Shreveport
U.S, 165: I-10 Alexandria-Monroe-Bastrop-Arkansas Line
U.S. 80: Morgan City to Houma
U.5. 167: Alexandria-Ruston to Arkansas Line
LA 3241: i-12 to Bush {Bogalusa)
LA 15 Natchez, Mississippi to Monroe
U.S. 61- Bains to Mississippi Line

Mississippi River Bridge at St. Francisville

New Orleans Tchoupitoulas Carridor

New Florida Avenue Bridge over Industrial Canal

New Orleans International Airport

projects are in the New Orleans
area, their combined cost is only
about one-fourth of the total
planned spending on the TIME
program. The New Orleans proj-
ects have received much of their
funding in the early years of the
program. The early funding was
due largely to the fact that pre-
construction work had been com-
pleted for the airport and port
projects prior to the enactment of
TIME and they were ready to
begin construction while pre-con-
struction worlk on other statewide
projects had not begun. As of
October 31, 1997, the New

Orleans projects had received about
$275 million or 40% of all TIME
spending to that date.

Costs Increase/
Revenues Do Not

The TIME law stipulated that the 16
projects would cost $1.36 billion. The
four-cent TIME tax was expected to
produce revenue of about $100 mil-
lion per year for 15 years, for a total
of $1.5 billion. The revenue estimates

are proving to be accurate. However,
the DOTD has since increased the

cost estimates to $2.54 billion. (See
Table 4.) As a result, the program
is about $1.17 billion short of ful-
filling its promises. The shortfall
stems from a number of problems,
one of which is that the original
cost estimates were far too low.

No one has been willing to take
responsibility for these inaccurate
original estimates. In fact, current
DOTD officials say there are no
records to explain how these esti-
mates were determined. Some crit-
ics argue they were decided politi-
cally with estimates lowered to
coincide with the revenue expected
from the four-cent tax. Others
have suggested that the original
estimates were adequate to con-
struct the projects as first envi-
sioned but that subsequent upgrad-
ing of the projects (referred to as
“scope creep” or “gold plating”} is
responsible for much of the cost
increase. For example, there were
instances in which DOTD chose
to build a new four-lane road
rather than adding two lanes to the
existing road (a less expensive
option) when adding two lanes
may have sufficed. Because the
TIME law is so vague in its
description of the projects, either
approach would be legal. DOTD
officials argue that they are obligat-
ed to build roads consistent with
current standards to provide safer
roads and to protect the state from

liability.

The cost of other projects grew
due to other factors such as the
cost of buying rights-of-way, com-
plying with environmental regula-
tions, and responding to Jocal pub-
lic input. Unlike several of the
New Orleans-area projects, for
which pre-construction work had
already been completed, DOTD
had to start from scratch on most
of the north-south routes as there
had not been any plans previously
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to widen these. For many of these
projects, 1t would have been diffi-
cult to make more than rough cost
estimates.

Bonds Added Interest
Costs To Projects

Borrowing money (selling bonds)
also contributed to the shortage in
the TIME program by adding
$193.4 million n interest costs. In
1990, $263.9 million in bonds were
issued on behalf of TIME. This
guaranteed that the program
would not be able to deliver on its
promises. From the bond pro-
ceeds, a $160 million loan was
made from TIME to the

Transportation Trust Fund {as
allowed by the TIME law). The
remainder was used to “jumpstart”
the TIME construction program.

Even if the original project cost esti-
mates of $1.36 billion had been accu-
rate and there had been no inflation,
the addition of $193.4 million in
interest payments would have pushed
the total program costs above the
$1.5 billion revenue stream expected
over the 15-year life of the program.

Principal and interest on the bonds
will total $457.6 million. The annual
debt service an the bonds takes about
$35 million of the approximately

51,848

$100 million in annual TIME rev-
enues. This leaves only about $65
million for construction each year.
The TIME law requires that the
TIME tax expire in 2004 or when
the bonds are paid off, “whichever
is sooner.” This means that an
early retirement of the TIME
bonds would trigger an early expi-
ration of the TIME tax. If state
officials want to retire the bonds
early and keep the TIME program
operating until the end of 2004, as
originally intended, the law would
have to be amended to allow the
tax to continue even if the bonds
are retired. Retiring the bonds
would save $35 million per year in
interest, cash that would then be
available for the TIME projects.




TIME Loaned NMoney
To Trust Fund

The $160 million loan from the bond
proceeds helped balance DOTD’s bud-
get in the first two years that the
Transportation Trust Fund was being
phased in ($103 million for FY 1990
and $57 million for FY 1991). The
Legislature ltad authorized the loan
{up to $160 million) recognizing that
the gasoline tax dedication would not
begin until the middle of the fiscal
year (January 1, 199C) and the general
fund would have to carry the DOTD
until then. The loan, in effect, was
used to reimburse the state general
fund for its support of highway pro-
grams during the first hall of the year.
The law required the Transportation
Trust Fund to repay the loan to TIME
by the year 2010, six years past the
TIME program’s scheduled termina-
tion date. There was no requirement
that interest be paid.

Instead of repaying TIME directly
from the Transportation Trust Fund,
federal funds that would have been
used for Transportation Trust Fund
(highway priority program) projects
were instead used for the TIME pro-
gram. DOTD officials consider this
repayment of the loan. As of July 31,
1997, $134 mullion in federal funds
had been spent on TIME projects.
If this is repayment, then $26 mil-
lion is still owed to the TIME
accoumnt.

In 1989 TIME supporters argued that
the four-cent tax would fund the proj-
ects and as a result the highway priori-
ty program would not lose any federal
money. Although spending federal
money on TIME may have broken
the pledge to the public, nothing in
the constitution or the TIME law pro-
hibits it. In fact, a 1996 Attorney
Genera! opinion validated it. The
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opinion stated that “if there are not suffi-
clent monies to complete all of the pro-
jects...additional funds could be appropri-
ated from other sources for completion
of the projects.” It said these “other
sources” could include federal money or
non-TIME Transportation Trust Fund
money.

TIME Program
Lacks Priorities

Annual Transportation Trust Fund
appropriations are based on an evaluation
of state highways and bridges. The evalu-
ation (the highway priority program)
considers road condition, traffic count
and safety. Based on the results, the most
needed projects are to be completed first.

In contrast, the TIME law fails to specify
how or when the projects are to be com-
pleted. The law lacks any criteria for how
to allocate TIME money each year. No
project 1s deemed more important than
any other, nor is any description of proj-
ect goals included. Unlike the regular
highway priority program, which strives
to meet existing traffic needs, the TIME
projects were originally selected to
encourage additional traffic, and ultimate-
ly development, in certain parts of

the state.

While “economic development” was the
stated reason for the TIME program, the
term was not defined. There were no cri-
teria or guidelines to follow in determin-
ing whether or to what extent a given
project would contribute to the state’s
economy. In the absence of such criteria,
“economic development” can be a handy
justification for a polttical method of
selecting projects. Without criteria, it is
difficult to judge whether all the TIME
projects are valid or which are most need-

ed.

The lack of direction from the TIME law
has left DOTD officials with significant
discretion as to how and when to sched-




ule the projects. If anything, the
law has encouraged the DOTD to
spread the TIME funds among as
many projects as possible. In spite
of this, the TIME program has
developed a general set of priori-
ties. Projects that were ready first,
such as the port and airport pro-
jects, were funded first. The costly
bridge projects have been put on
hold. The DOTD secretary, who
decides which projects will be
funded first, has recently made
it a policy to fund those high-
way sub-projects closer to cities
and towns rather than those in the
more rural areas.

Transportation
Estimating Conference
Has Yet To Meet

The Transportation Estimating
Conference {TEC) is one of several
conferences created in 1990 to
develop expertise in policy areas to
aid planning and budgeting. The
Revenue Estimating Conference
(REC) is a good example of how
such a conference is designed to
work. It receives recommendations
from legislative and executive
branch staff, as well as outside
experts, and then agrees on rev-
enue estimates to which the
Legislature must adhere.

Although the TEC was created in
1990, some members have just
recently been appointed. It is
expected to meet for the first time
in the near future. It includes:

® A professional staff member
of the Governor’s Office (appoint-
ed by the Governor)

@ A professional staff member
of the Office of State Planning or
the Division of Administration
(appointed by the Commissioner
of Administration)

@ A professional legislative
staff member with forecasting

expertise {appointed by the Senate
President)

® A professional legislative staff
member with forecasting expertise
(appointed by the Speaker of the
House of Representatives)

@ A professional staff member
from the Department of
Transportation and Development
with forecasting expertise {appointed
by the DOTD Secretary)

The TEC could serve as a forum for
analysis of and debate about the valid-
ity of the TIME projects, thereby
clarifying how TIME decisions are
made. Charging the conference with
serting criteria for evaluating projects
(as well as stipulating their scope, pri-
orities and costs) would promote
accountability and public trust.

Real Value of Transportation
Revenues Declines

Because the state’s fuel taxes are based
on volume (per gallon) rather than
price, transportation revenues do not
respond directly to price changes or
inflation. Rather, they only reflect
changes in consumption. Improved
engine efficiency has slowed con-
SUMPLIiOn Increases.

As shown in Figure 1, gasoline and
special fuels tax collections have risen
only gradually since 1986 except for a
jump between 1989 and 1991 when
the four-cent TIME tax was added. In
spite of the tax increase from 16 to
20 cents per gallon, the inflation-
adjusted revenues actually declined
between 1986 and 1997. (The con-
sumer price index used in this adjust-
ment may not accurately reflect the
change in highway construction costs
which have been more volatile and
differ greatly by type of construc-
tion.)

The four-year revenue forecast pre-
sented at the September Revenue
Estimating Conference (REC) pro-
jects gasoline and special fuels tax
revenues to increase only 1% each
year between fiscal 1998 and 2001.
The report estimated an annual
inflation rate of 2.6% during the
same period. This means that both
the Transportation Trust Fund
and the TIME program revenues
are assumed to be declining in real
dollar value at an annual rate of
1.6%. If this trend continues until
the TIME program ends, these rev-
enues would effectively be cut by
almost 10%. The declining real
value of fuel tax revenues has
affected DOTD’s ability to com-
plete the list of TIME projects as
well as hindering the Transpor-
tation Trust Fund. This decline is
important in considering the ques-
tion of whether to renew the four-
cent tax beyond its scheduled expi-
ration on December 31, 2004.

Another consideration in renewing
the tax is the fact that the four-
cent-per-gallon gasoline and special
tuels tax dedicated to the TIME
program did not result in a four-
cent tax increase when it was
levied in January 1990. This was
because a constitutional ban
against a sales tax on gasoline took
effect at the same time. {Gasoline
had traditionally been exempt
from the general sales tax but,
beginning in fiscal 1987, the
exemption was suspended.)
Gasoline was subject to a 3% state
sales tax during the first half of fis-
cal year 1990, but this tax was
removed on January 1, 1990 when
the four-cent-per-gallon gascline
tax took effect. Revenue from the
3% sales tax on gasoline was pro-
ducing about $120 million a year
at the time. The new four-cent-a
gallon tax actually produced less
revenue—about $90 million in the
first full year. The effect on the
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taxpayer of the switch from a 3% four-cent tax are how Louisiana’s
to a four-cent/gallon tax depends transportation taxes and spending
on the price of gasoline—at $1.33 compare to other states. Louisiana’s
per gallon there was no difference. combined 20-cent-per-gallon motor

fuels tax ties with five other states for
19th highest in the nation based on

state rates reported by the Commerce
Clearing House (CCH) for July 1997.
While 25 states have lower state rates,
the ranking does not consider local

gasoline taxes, various environmental

Of course, now that gasoline 1s
constitutionally exempt from the
sales tax, any reduction in the
gasoline tax would be a full savings
1o the taxpayer,

Other important considerations in

deciding whether to renew the

taxes and fees or license and
inspection fees. The CCH darta
also do not indicate whether a gen-
eral sales tax is applied to motor
fuels. Except for a 1/32-cent-per-
gallon inspection fee, Louisiana
does not levy any of these extra
fees and taxes on motor fuels, but
a number of other states do.
Among the 15 southern states,
Louisiana’s 20-cent tax ties with
Texas and Tennessee for fourth
highest state tax. (See Table 5.)
Again, though, the ranking does
not take local taxes into account,
For example, Florida’s state gaso-
line tax of 12.8 cents per gallon
puts it well below Louisiana in the
CCH data. However, counties
have the option to levy taxes up to
12 cents per gallon. An added state
tax tied to the option brings the
maximum total tax to 29.6 cents,
In most Florida counties, taxes on
gasoline total 23.6 cents per gallon,
but among counties range from
12.8 ta 29.6 cents.

Georgla, with a state tax of 7.5
cents per gallon, also ranks very
low when just state gas tax is con-
sidered. However, additional
taxes, including some state and
local sales taxes, would bring the
total tax closer to 15 cents on a
51.25 gallon of gasoline. In short,
Louisiana’s 20-cent-per-gallon gaso-
line tax is at the mid-range nation-

ally and for the South.

U.S. Census Bureau data on com-
bined state and local government
revenues and spending permit
some additional comparisons that
show Louisiana’s overall trans-
portation taxes and spending are
about average. (The most recent
available data is for 1993-94, See
Table 5.)

The average motor fuel taxes for
all states were $97 per capita.
Louisiana, at $108, was somewhat
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higher than the national average but Louisiana’s motor fuel taxes ranked data also permits comparison of com-
ranked only 11th highest among the 15 7th highest in the South.) The census bined state and local highway spending.
southern states on this measure, (When Louisiana spent $270 per capita on high-

measured against state personal income,

ways in 1993-94 or about 98% of the



national average of $277.
Louisiana’s $270 per capita ranked
6th among the 15 southern states
but was only 4% higher than the
southern average of $258.

If the TIME tax were allowed to
lapse in 2004, Louisiana’s trans-
portation taxes and spending,
would likely fall well below the
southern and national averages.

CONCLUSION

With seven years remaining in the
TIME program, it is clear that a
number of whole projects and
major portions of others will not
be completed. There are several
options for the TIME program.
An unlikely possibility would be
to increase the tax {to 9.5 cents or
more) and complete the projects
by 2004 as planned. On the other
hand, the program could be
allowed to die 1n 2004 forcing the
remaining projects to compete for
funding through the regular high-
way priority program. Between
these two extremes lies the option
of extending the tax and complet-
ing more of the remaining proj-
ects,

Pressure is building to renew the
four-cent gasoline tax now to
ensure continuation of the pro-
gram beyond 2004 and to allow
the DOTD to prepare in advance
for the remaining construction
projects. This option assumes that
the original justifications for the
remaining projects are still valid. It
also assumes these projects would
be the best use of the tax.
Alternatives would be to let the
tax expire or renew it for use in
the regular highway program to
help meet the DOTD’s estimated
$4 billion in construction and
maintenance needs.

The TIME projects were originally
chosen to advance “economic

development” without the benefit of
guidelines, economic goals, priorities
or, In many cases, a clear definition of
what the projects entailed. The
DOTD still has no formal guidelines
for setting project priorities and no
one is charged with responsibility for
determining the viability of the
remaining projects. The Transporta-
tion Estimating Conference is a logi-
cal mechanism for defining and evalu-
ating the projects. However, the con-
ference has been dormant since its
creation i 1990.

RECOMMENDATIONS

1, The Transportation Estimating
Conference (TEC) should be acti-
vated immediately to begin making
consensus decisions regarding the
viability, scope, priority and esti-
mated costs of the remaining TIME
projects and sub-projects. The law
should be amended to authorize
and require the TEC to:

@ Establish criteria for evaluat-
ing TIME projects (drawing on eco-
nomic development needs and stan-
dard highway needs criteria).

@ Re-evaluate the need for each
project and sub-project.

@ Define the scope of each sub-
project sufficiently to allow accu-
rate cost estimates to be made,

® Give a priority rating to each
project and sub-project to deter-
mine the order of construction,

© Agree upon cost estimates for
each of the sub-projects.

© Meet at least quarterly to
review progress on projects and
reconsider the TIME project defini-
tions, priorities and cost estimates.

© Monitor the TIME and other
transportation and public works
priority programs to determine if
criteria are being met.

© Report annually to the gover-
nor and Legislature its findings and
recommendations concerning the
TIME program and other priority

programs.

The TEC, tnactive to date, offers a
way to bring executive and legisla-
tive staff together to set guidelines
for the remainder of the TIME
program, regardless of whether it
is continued beyond 2004. In addi-
tion to the TIME program, the
TEC would also serve an impor-
tant role in providing DOTD with
information to assist in preparing
its other capital outlay budget
requests and in advising the legisla-
tive committees.

2, The four-cent TIME gasoline
tax should not be considered for
renewal beyond 2004 until the
Transportation Estimating
Conference has been activated
and has conducted a thorough
evaluation of all remaining
TIME projects.

The TEC should evaluate the
TIME projects currently scheduled
for construction, as well as those
that have not yet been scheduled.
This evaluation should be under-
taken as soon as possible, If the
TIME program is to continue
beyond 2004, the tax should be
renewed far enough in advance to
allow time for pre-construction
work and to prevent interruption
of the construction already under
way.

3. If the TIME tax is renewed,
the following limitations should
apply:

® The duration of the tax
should be limited to a period suf-
ficient to complete only those
TIME projects or sub-projects
certified by the TEC to be viable
and justifiable according to its
criteria. Projects should be fund-
ed in order of priority and on a
pay-as-you-go basis,

® Bonding of the tax rev-
enues should be prohibited.

® No new projects should be
added to the TIME program.

The TIME projects are constitu-
tionally designated by reference to




the list 1n the 1989 bill and appar-
ently cannot be added to or
removed from the list without a
constitutional amendment. ‘
However, there is no constitution-
al requirement that they all be

funded. If the Legislature allowed .

the tax to run only long enough to
pay for the top priority projects,
the lowest priority projects would,
in effect, be removed from the pro-
gram. Even if the tax is renewed
for a limited duration, the Joint
Legislative Commuttee on
Transpartation, Highways and
Public Works should annually
review the program, consider TEC
recommendations and determine if

TIME should be continued.

4, Certain requirements should
be made of the DOTD:

@ An annual report should be
prepared on the TIME program
and submitted to the TEC, gov-
ernor and relevant legislative
committees.

@ A DOTD official should be
designated responsible for over-
sight of the TIME program.

5. The TIME statute shouid be
amended to:

© Reflect the new TIME project
cost estimates as agreed upon by the
TEC.

@ Include a definition of the eco-
nomic development criteria to be
used by the TEC.

o Allow early payment of the
TIME bonds without triggering the
early expiration of the tax.

6. The Legislature should strongly
consider paying off the TIME bonds
early, particularly if the program is
to be continued beyond 2004, The
preferable approach would be to use
prior year general fund surplus.

If the present statutory impediment
is removed, the TIME bonds could be
defeased, or paid off early, in one of
several ways. The constitution
presently requires that a state general
fund surplus may only be used to pay
off state debt early. The TIME bonds,
paying 6.5 to 7.25% interest, are

among, the most costly of the
state’s outstanding debt. Using the
surplus to pay this debt would free
more TIME revenue for construc-
tion projects. This would shorten
the period that a dedicated tax
would be required.

Using the surplus in this way
would, of course, reduce the poten-
tial for paying off general
obligation debt and [reeing general
fund money for other purposes.
However, it might be justified
considering that the TIME bonds
were originally issued, in large
part, to indirectly boost general
fund spending in 1990. The DOTD
has used this reasoning to argue
that the general fund should

~ be responsible for repaying the

loan from the TIME program to
the Transportation Trust Fund.

Another approach would be to
delay work on TIME projects for a
period and use the accumulated
revenue to pay off the debt. The
two approaches could be combined
using part state surplus and part
TIME revenue.
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