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Transportation Funding and Financing
Learning Objectives

 What is the difference between 

funding and financing?

 What are the major sources of funding for 
transportation infrastructure?

 What are common financing tools?

 How is this related to project delivery?

1.0 PDH

Objectives



Funding

 Money used to pay for infrastructure

 Actual revenues available to the agency

 Example: $8,250 revenue generated 

Financing

 Using budgeting and financial tools to 
make money available when you need it

 Comes at a substantial cost

 Worth $6,000 now @ 4% 

 27% of revenue raised needed to 
cover the financing cost

 Cash flow needs and cost escalation are
important considerations

Funding vs. Financing - Oversimplified



Funding Sources

Four Main Categories
Federal
State
Local
Private sources



New Federal Funding ($973b total/$550b new)

www.naco.org is a good resource

New Funding in BIL by Program
(source NACO)

New BIL Transportation Funding
(source NACO)

http://www.naco.org/


Transportation Trust Fund

• Funded by motor vehicle fuels tax. Set in 1993 at $0.18 per gallon.

• @ 3.5 % per year inflation, it should be $0.51 today

• Does not reflect impact of improved fuel efficiency and alternative fuels



Accessing BIL Funding

www.naco.org is a good resource

 Formula Flowdown –
increased funding for State -> County benefits

 More capacity for the State to invest
e.g. Off System (NHS) “local” Bridges

 Restored local transit funding
 Funding of priority projects

 Competitive Grant Programs

 NACo Funding Opportunities for Counties
 Increased funding for previous programs 

(INFRA, RAISE, CIG, Lo/No, etc)
 New Programs – SS4A, Reconnecting 

Communities

 Be aware of Grant Requirements

 Cost-Benefit Analysis, Reporting, 
Matching Funds

http://www.naco.org/


Community Funded Projects (earmarks)

 Reinstituted for 2022, 2023 call for 
projects issued. Part of appropriations, 
do not occur with continuing resolutions.

 Managed by each district/senator
 List of eligible programs
 15 requests per member
 About 5,000 awards in 2022
 Smallest $4,000 – law 

enforcement equipment for a City
 Largest $350M – South Florida 

Ecosystem Restoration
 Only 100 more than $10M
 About 1,500 THUD projects



Accessing BIL Funding

 Recommendations

 Identify your matching 
contributions

 Be prepared – well in advance

 You may need consultants to 
help with specialized analysis or 
with documentation

 Align political support

 Try and try again



State Funding – Maryland CTP

 Total Six Year Capital Budgets typically around 
$15 to $16B

 $1B drop in FY21, travel restrictions impact to 
revenue

 Basic revenue recovery in FY22

 FY23, BIL impact, continued revenue recovery



State Funding – Maryland CTP

 $38B Six Year Revenues
 Fuel tax – $8B, fixed tax (24 cents/gallon), plus 

inflationary adjustment, plus 5% sales tax –
yields about 43 cents/gal (downward trend)

 Titling Tax - $6.3B, 6% FMV for vehicle 
transfers (upward trend)

 MVA Fees - $4.3B (flat)
 Corporate Income Tax $2.4B 17% of 8.25% tax 

rate, increasing to 22% to accommodate HUR 
restoration

 Federal aid $9.6B (including WMATA)
 Operating Revenue - $2.85B 

$752M MTA, $316 Port, $1.78 Aviation
 MDOT Bonds $1.96B
 Other - $910M, rental/investment/misc

income.



State Funding – Maryland CTP



State Funding – Types of Projects



State Funding – Maryland CTP

FY23 
About $1.3b in projects 
added with BIL funding



State Funding – MDOT Administered Grant Programs

• Recurring Grant Programs $ from 2021 awards

• Transportation Alternatives Program (TAP): +/- $12m

• Recreational Trails Program (RTP): +/- $1m

• Locally Operated Transit Support (LOTS) Capital: +/- $25m 

• Statewide Transit Innovation Grant Program (STIG)

• Kim Lamphier Bikeways Network Program: +/- $4m

• Regional Aviation Program: +/- $2m



State Funding – Other Funding

• Recurring Grant Programs
• grants.maryland.gov  - 65 grant programs listed, a few are infrastructure 

related 

• Capital Grants Programs

– Legislative Bond Initiative – Introduced by General Assembly members

– Maryland Consolidated Capital Bond Loan (MCCBL) – introduced by 
the Administration 

– Governor’s Budget

• State Capital Grants were very significant in the 2022 budget.  $1.5 billion 
toward local capital projects.  dgs.maryland.gov provides a list of all the 
awarded grants.  



Local Funding

• Primary Sources
• Taxes

– Ad-valorum property taxes

– County Income tax

• Charges for Service

• Licenses & Permits

• Fines & Forfeitures
Example: FY23 Montgomery County Revenues



Locally Generated Sources

Example: Selected FY23 Montgomery County Revenue Sources



Approach 4:  
Impact Taxes

Less Common Sources: Impact Taxes



Approach 5:  
Benefits-Districts/Special Taxing Districts

Incremental annual tax assessment applied to new 
development in a particular area to pay for needed 
infrastructure.  About 10 percent more than the base 
rate.

Less Common Sources: Benefit Districts



Approach 6:  
Unified Mobility Programs (UMPs)
Assessment of a per-trip fee to provide needed 
infrastructure in a geographic area ~ $5,000 per trip

• $

Less Common Sources: Fee in Lieu Districts



Private Sources

Donations and Dedications Direct Development Mitigation Foundations and Non-Profits

For Profit



Capital Program Uses: 
Example Montgomery County Capital Expendiutes FY23-28

• $17B total over six years

• $4.4B Transportation

• 130 projects

• Funding Mix
Bonds 48%
Federal 11%
Cash 10%
State Aid 10%
Other 21%



Overall Funding Challenges

Underfunded infrastructure maintenance gaps

Declining productivity of current dedicated sources

More competition for shared funding resources

Growing need for matching funds to fully leverage BIL opportunities

Increasing project costs and complexity



Financing

General Obligation Bonds

Revenue Bonds

Transportation Infrastructure Finance and Innovation Act (TIFIA) 

Private Finance/P3



General Obligation Bonds

• In order to fund a project or portfolio of projects, bonds are issued.   
A set amount is raised when the bonds are issued.  The 
bondholders are then repaid their principal, plus interest, over 
time.  Typically, 20 or more years.  

• General Obligation Bonds pledge government funds, with minimal 
limitations, to repay the bond holders.

• There may be reserve and other requirements required to ensure 
the bondholders are protected from unexpected changes in the 
ability of the payor to cover its obligations

• The interest rate is highly influenced by the credit rating of the 
issuing government.

• The amount of bonds that can be issued is constrained by a 
number of factors including the debt-to-income ratio of the 
government.

• Generally, the asset needs to last longer than the bond payments



Revenue Bonds

• Similar to General Obligation Bonds in many 
ways

• A specific revenue source is pledged to repay 
the bonds

• Borrowing costs are influenced by the stability 
of the revenue source and are typically higher 
than General Obligation Bonds

• There may be more onerous restrictions in 
required to protect the revenue source and 
ensure repayment of the bondholders



TIFIA

• Transportation Infrastructure Finance and Innovation Act – Low cost, long term loans 

• Federal loan program administered by the Build America Bureau of USDOT

• Up to 49 % of project costs can be financed this way

• The rate is the US Treasury rate at loan closing

• The term is up to 35 years with payments not required until up to 5 years after 
project completion



Tax Increment Financing (TIF)

• Pledges future tax receipts to 
finance a project

• Without the project, the tax 
generation for an area is X

• With the project, the tax 
generation is X + A

• All or part of the increment “A” 
is pledged as the funding 
source for the project



PILOTs and Abatements

• Payment in lieu of taxes (PILOT) or 
Tax abatement

• In exchange for a tax discount, an 
entity contributes to public 
infrastructure

• Abatements can also be used as 
economic or housing development 
incentives



Public Private Partnership

• Investors provide private capital for public 
infrastructure development

• Often coupled with private delivery of the 
infrastructure

• Design-Build, 
• Design-Build Operate Maintain, 
• Design-Build Operate Maintain, 
• Design-Build Operate Maintain Finance

• Suited to revenue-generating projects

• Availability payments also used when the 
project cost cannot be supported by project-
generated revenues

• Cost of capital often higher than publicly 
financed sources

• Private sector may also bring speed and 
expertise to a project



Programming

• Matching “Sources and Uses” 
as a financial plan for a 
project or bundle of projects

• Capital Improvement 
Program

• Consolidated 
Transportation Program

• Capital Budget



Programming

Howard County Example



Questions?
Chris Conklin
Montgomery County Department of Transportation
Christopher.Conklin@montgomerycountymd.gov

@MCDOTNow

mailto:Christopher.Conklin@montgomerycountymd.gov
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