
APPENDIX E:
Funding Sources



 
 

Funding Sources 
TECHNICAL MEMORANDUM 
 

April 12, 2022 



  April 12, 2022 
  Funding Sources 

    
 

Page i 

TABLE OF CONTENTS 
Table of Contents ............................................................................................................ i 

List of Figures .................................................................................................................................... ii 
List of Tables ..................................................................................................................................... ii 

1.0. Introduction ............................................................................................................. 1 

1.1. Highway System Designations ................................................................................................... 1 
2.0. Federal Funding Sources ....................................................................................... 3 

2.1. Discretionary Programs .............................................................................................................. 3 
2.2. Carbon Reduction Program ........................................................................................................ 4 
2.3. Bridge Formula Program ............................................................................................................ 4 
2.4. Promoting Resilient Operations for Transformative, Efficient, and Cost-Saving Transportation 
(PROTECT) Program ........................................................................................................................ 4 
2.5. National Highway Performance Program ................................................................................... 5 

Interstate Maintenance (IM)..................................................................................................................... 5 
National Highway System [Non-Interstate] (NH) ..................................................................................... 5 
National Highway System Bridge Program (NHPB) ................................................................................ 5 

2.6. Surface Transportation Block Grant Program (STP) .................................................................. 6 
Surface Transportation Program Primary (STPP) ................................................................................... 6 
Surface Transportation Program Secondary (STPS) .............................................................................. 6 
Surface Transportation Program Urban (STPU) ..................................................................................... 7 
Surface Transportation Program Bridge (STPB) ..................................................................................... 7 
Surface Transportation Program for Other Routes [Off-system] (STPX) ................................................ 7 
Urban Pavement Preservation Program (UPP)....................................................................................... 7 
Transportation Alternatives Program (TA) ............................................................................................... 8 

2.7. National Highway Freight Program (NHFP) ................................................................................ 8 
2.8. Highway Safety Improvement Program (HSIP) .......................................................................... 9 
2.9. Congestion Mitigation and Air Quality Improvement Program (CMAQ) ...................................... 9 
2.10. Federal Lands Access Program (FLAP) ................................................................................. 10 
2.11. Transit Capital and Operating Assistance Funding ................................................................. 10 

3.0. State Funding Sources ......................................................................................... 12 

3.1. Montana Rail Freight Loan Program (MRFL) ............................................................................ 12 
3.2. TransADE ................................................................................................................................. 12 
3.3. State Funds for Transit Subsidies ............................................................................................. 12 
3.4. State Fuel Tax .......................................................................................................................... 12 

4.0. Local Funding Sources ......................................................................................... 14 

4.1. General Fund ............................................................................................................................ 14 
4.2. Special Revenue Funds ........................................................................................................... 15 
4.3. Debt Service Funds .................................................................................................................. 15 



  April 12, 2022 
  Funding Sources 

    
 

Page ii 

4.4. Capital Improvement Program .................................................................................................. 16 
5.0. Private Funding Sources ...................................................................................... 16 

6.0. Future Potential Funding Sources ....................................................................... 18 

7.0. Summary of Funding Sources ............................................................................. 19 

References .................................................................................................................... 22 

List of Figures 
Figure 1.1: Highway System Designations ............................................................................................ 2 

List of Tables 
Table 3.1: Montana Fuel Tax Rate ...................................................................................................... 13 
Table 7.2: Funding Sources Summary ................................................................................................ 19 
 
 



  April 12, 2022 
  Funding Sources 

    
 

Page 1 

Funding Sources 
1.0. INTRODUCTION 
Transportation improvements can be implemented using federal, state, local and private funding 
sources. Historically, federal and state funding programs have been used almost exclusively to 
construct and upgrade the major roads in the county. Considering the current funding limits of these 
traditional programs, and the extensive list of recommended road projects, more funding will be 
required from local and private sources if all transportation network needs are to be met over the 
planning horizon. 

This memorandum provides an overview of traditional federal, state, and local sources of funds for 
transportation related projects and programs in the study area. A narrative description of each potential 
funding source is provided, including: the source of revenue; required match; purpose for which funds 
are intended; means by which the funds are distributed; and the agency or jurisdiction responsible for 
establishing priorities for use of the funds. Much of the provided information was assembled with the 
assistance of the Statewide and Urban Planning Section of MDT. 

Programs funded from state and federal sources are administered by MDT each year in accordance 
with Montana Code Annotated (MCA) 60-2-127. The Montana Transportation Commission allocates 
a portion of available federal-aid highway funds for construction purposes and for projects located on 
the various systems in the state, as described in this memorandum.  

On November 15, 2021, the Biden-Harris Administration signed the Bipartisan Infrastructure Law 
(BIL), or “Infrastructure Investment and Jobs Act” (IIJA), into law. The bill reauthorizes several federal-
aid surface transportation programs through federal fiscal year (FFY) 2026 and invests approximately 
$400 billion over that period to repair the nation’s roads and bridges and support projects that will 
create jobs, boost the economy, make the transportation system safer and more resilient.  

Discussed are federal and state funding sources developed for the distribution of federal and state 
transportation funding, including federal funds the state receives. The list also includes local funding 
sources available through the county, as well as private funding sources. While other funding sources 
may be possible, those listed in this memorandum are the most probable sources at this time. 

1.1. Highway System Designations 
When completing a regional transportation plan, it is important to understand the state highway system 
in place in the community. The formal highway system within the GTATP area consists of National 
Highway System (NHS) – Interstate and Non-Interstate, Primary, Secondary, and Urban highways. 
The system designation is important for compliance with design standards and eligibility for federal 
funding sources. Figure 1.1 contains a map of the current system designations within the GTATP 
planning area. 

NHS routes are public highways designated by the Montana Transportation Commission and 
approved by the US Secretary of Transportation (Title 23, U.S.C.). There are specific federal laws, 
procedures, and guidelines for designation of the NHS (including Interstate Highways) and all NHS 
routes must comply with applicable federal regulations and design standards. The Primary, 
Secondary, and Urban Highway designation processes are guided by Montana law, Montana 
Transportation Commission policy, and MDT guidelines.  

  



  April 12, 2022 
  Funding Sources 

    
 

Page 2 

 
Figure 1.1: Highway System Designations 
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Per MCA 60-2-128, the Montana Transportation Commission designates which public highways are 
included on the state maintenance system. MDT owns and maintains all NHS and Primary System 
routes across the state. Some Secondary and Urban System routes are owned and maintained by 
MDT while others are owned and maintained by local jurisdictions such as counties, MPOs, or cities, 
as shown in Figure 1.1. As conditions change in the community, urban and secondary highway 
classifications may be revisited and revised according to MDT procedures.1  

2.0. FEDERAL FUNDING SOURCES 
The following is a summary of major federal transportation funding categories received by the state 
through Titles 23-49 U.S.C., including state developed implementation/subprograms that may be 
potential sources for projects. Eligibility for federal funding is driven by federal and state mandated 
highway system designations as shown in Figure 1.1. In order to receive funding under the following 
programs, projects must also be included in the state’s Surface Transportation Improvement Program 
(STIP), where relevant.  

2.1. Discretionary Programs 
IIJA includes a five-year reauthorization of federal funding sources defined by the previous Fixing 
America’s Surface Transportation (FAST) Act, which are discussed in later sections. These funds are 
apportioned to states based on formulas specified in federal law. Montana received $543,557,867 in 
formula funding for FY 2022. 

In addition, IIJA also contains significant new funding for roadways, bridges, and other major projects 
funded through discretionary grant programs administered by FHWA and USDOT. Grant funding is 
awarded on a competitive basis. The discretionary grant programs authorized under IIJA are 
summarized in the following sections.2 

Bridge Investment Program 
This Bridge Investment Program is a competitive program available to states, metropolitan planning 
organizations (representing an area with a population of more than 200,000), local governments, 
special purpose districts or public authorities with a transportation function, federal land management 
agencies, and Tribal governments. The program will support projects to improve bridge and culvert 
condition, safety, efficiency, and reliability. Eligible projects include replacement, rehabilitation, 
preservation, or protection of one or more bridges on the National Bridge Inventory and projects to 
replace or rehabilitate culverts to improve flood control and improve habitat connectivity for aquatic 
species. This fund includes $12.5 billion in funds over the five-year period. 

Nationally Significant Multimodal Freight and Highway Projects Program (INFRA)    
The former Infrastructure for Rebuilding America (INFRA) Program is statutorily known as the 
Nationally Significant Multimodal Freight and Highway Projects Program under IIJA. The INFRA 
program awards competitive grants for multimodal freight and highway projects of national or regional 
significance to improve the safety, efficiency, and reliability of the movement of freight and people in 
and across rural and urban areas. INFRA grants are awarded on a competitive basis using several 
criteria. Selected projects would improve local economies; create jobs; meet all statutory 
requirements; apply innovative technology; be cost-effective; and address climate change, 
environmental justice, and racial equity. In FY 2021, USDOT awarded approximately 44 percent of 
proposed funds to rural projects to address historic underinvestment. A total of $8 billion will be 
dedicated to this program over the five-year period. 
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Rebuilding American Infrastructure Sustainably and Equitably (RAISE) Grants 
This competitive grant program (formerly BUILD and TIGER) provides funding for road, rail, transit, 
and other surface transportation of local and/or regional significance. Selection criteria includes safety, 
environmental sustainability, quality of life, universal design and accessibility, economic 
competitiveness and opportunity, state of good repair, partnership, innovation, supply chain efficiency, 
mobility, and community connectivity. USDOT also encourages applicants to consider how their 
projects can address climate change, ensure racial equity, and remove barriers to opportunity.  A total 
of $7.5 billion in grants will be available over the five-year period. 

National Infrastructure Project Assistance (MEGA) 
This program—sometimes referred to as the “Megaprojects program” or MEGA —provides grants on 
a competitive basis to support multi-jurisdictional or regional projects of significance that may also cut 
across multiple modes of transportation. Communities are eligible to apply for funding to complete 
critical large projects that would otherwise be unachievable without assistance. 

Rural Surface Transportation Grant Program (RURAL) 
The Rural Surface Transportation Grant Program (RURAL) will support projects to improve and 
expand the surface transportation infrastructure in rural areas to increase connectivity, improve the 
safety and reliability of the movement of people and freight, and generate regional economic growth 
and improve quality of life. 

2.2. Carbon Reduction Program 
The Carbon Reduction Program will provide formula funds to states to reduce transportation emissions 
or the development of carbon reduction strategies. States may use Carbon Reduction Program funds 
for projects that support the reduction of transportation emissions, including: the construction, 
planning, and design of trail facilities for pedestrians, bicyclists, and other nonmotorized forms of 
transportation; public transportation projects; and congestion management technologies. Montana’s 
FY 2022 apportionment for the Carbon Reduction Program is $13,089,429. 

2.3. Bridge Formula Program 
The Bridge Formula Program provides formula funding to states to replace, rehabilitate, preserve, 
protect, and construct bridges on public roads. The program includes a 15 percent set aside for off-
system bridges which are owned and maintained by cities, counties, and towns—and typically located 
on roads normally ineligible for federal highway funding. The first year of funding (FY 2022) for the 
Bridge Formula Program includes $5.3 billion available to states, the District of Columbia, and Puerto 
Rico, along with $165 million for Tribal governments. Montana is expected to receive $225 million in 
formula funds over the five-year period with $45 million being received in FY 2022. 

2.4. Promoting Resilient Operations for Transformative, Efficient, 
and Cost-Saving Transportation (PROTECT) Program 
The PROTECT Formula Program will support planning, resilience improvements, community 
resilience and evacuation routes, and at-risk coastal infrastructure. States may use PROTECT 
Formula Program funds to conduct resilience planning, strengthen and protect evacuation routes, and 
increase the resilience of surface transportation infrastructure from the impacts of sea level rise, 
flooding, wildfires, extreme weather events, and other natural disasters. Highway, transit, and certain 
port projects are eligible.  

PROTECT includes both formula funding and grant programs. Formula funding for PROTECT may be 
used for both planning and capital improvements to protect surface transportation assets by making 
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them more resilient and protecting communities through resilience strategies that allow for the 
continued operation of rapid recovery of transportation systems. Montana’s FY 2022 formula 
apportionment for the PROTECT program is $14,883,618. 

The PROTECT Discretionary Grant Program awards grants on a competitive basis for states, MPOs, 
local governments, special purpose districts or public authorities with a transportation function, Tribes, 
and federal land management agencies. Project eligibility for the discretionary program is similar to 
that of the formula program. 

2.5. National Highway Performance Program 
The National Highway Performance Program (NHPP) provides funding for the NHS, including the 
Interstate System and NHS roads and bridges. The purpose of the NHS is to provide an interconnected 
system of principal arterial routes which will serve major population centers, international border 
crossings, intermodal transportation facilities, and other major travel destinations; meet national 
defense requirements; and serve interstate and interregional travel. The NHS includes all Interstate 
routes, a large percentage of urban and rural principal arterials, the defense strategic highway network, 
and strategic highway connectors. 

Montana received $301,750,069 in NHPP funding for FY 2022 to implement projects across the state. 

Interstate Maintenance (IM) 
Interstate Maintenance funds are federally apportioned to Montana and allocated to MDT districts by 
the Montana Transportation Commission based on system performance. The Commission approves 
and awards projects for improvements on the Interstate Highway System which are let through a 
competitive bidding process. The federal share for this program is 91.24% and the state is responsible 
for the remaining 8.76%. The state share is funded through the Highway State Special Revenue 
Account (HSSRA). 

National Highway System [Non-Interstate] (NH) 
The federal share for non-interstate NHS projects is 86.58%, and the state is responsible for the 
remaining 13.42%. The state share is funded through the HSSRA. 

National Highway System Bridge Program (NHPB) 
Federal and state funds under this program are used to finance bridge inspection, improvement, and 
replacement projects on Interstate and non-Interstate NHS routes. NHPB program funding is 
established at the discretion of the state. However, Title 23 U.S.C. establishes minimum standards for 
NHS bridge conditions. If more than 10% of the total deck area of NHS bridges in a state is on 
structurally deficient bridges for three consecutive years, the state must direct NHPB funds equal to 
50% of the state’s FY 2009 Highway Bridge Program to improve bridges each year until the state’s 
NHS bridge condition meets the minimum standard. 

ALLOCATIONS AND MATCHING REQUIREMENTS 
NHPP funds are federally apportioned to Montana and allocated to Districts by the Montana 
Transportation Commission. Based on system performance, the funds are allocated to three 
programs; Interstate Maintenance, National Highway, and NHPP Bridge. The Montana Transportation 
Commission establishes priorities for the use of NHPP funds, and projects are let through a 
competitive bidding process. 

ELIGIBILITY AND PLANNING CONSIDERATIONS 
Activities eligible for the NHPP funding include construction, reconstruction, resurfacing, restoration, 
and rehabilitation of segments of the NHS roadway; construction, replacement, rehabilitation, 
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preservation and protection of bridges on the NHS; projects or part of a program supporting national 
goals for improving infrastructure condition, safety, mobility, or freight movements on the NHS; and 
reconstruction, resurfacing, restoration, rehabilitation, or preservation of a bridge on a non-NHS 
federal-aid highway so long as bridge condition provision requirements are satisfied. Operational 
improvements, projects to reduce risk of failure of critical infrastructure, as well as highway safety 
improvements are also eligible. Other miscellaneous activities that may qualify for NHS funding include 
bikeways and pedestrian walkways, environmental mitigation, restoration and pollution control, 
infrastructure based intelligent transportation systems, traffic and traveler monitoring and control, and 
construction of intra or inter-city bus terminals serving the NHS.  

2.6. Surface Transportation Block Grant Program (STP) 
The FAST Act’s Surface Transportation Block Grant Program (STP) is a funding category that may be 
used to preserve or improve conditions and performance on any federal-aid highway. STP funds are 
federally apportioned to Montana and allocated by the Montana Transportation Commission to various 
programs including the Surface Transportation Program Primary (STPP), Surface Transportation 
Program Secondary (STPS), the Surface Transportation Program Urban (STPU), and the Surface 
Transportation Program Bridge (STPB), the Urban Pavement Preservation Program (UPP), as well as 
a set-aside for the Transportation Alternatives Program (TA). The federal share for these projects is 
86.58% with the non-federal share typically funded through HSSRA. The Montana Transportation 
Commission establishes priorities for the use of STBG funds and projects are let through a competitive 
bidding process. 
 
In FY 2022, Montana received $146,797,331 in STP funds to implement projects across the state. 

Surface Transportation Program Primary (STPP) 
The federal and state funds available under this program are used to finance transportation projects 
on the state-designated Primary Highway System. The Primary Highway System includes highway 
that have been functionally classified by MDT and FHWA as either principal or minor arterials and that 
have been selected by the Montana Transportation Commission to be placed on the Primary Highway 
System as per [MCA 60-2-125(3)]. 

ALLOCATIONS AND MATCHING REQUIREMENTS 
Primary funds are distributed statewide (MCA 60-3-205) to each of five financial districts. The Montana 
Transportation Commission distributes STPP funding based on system performance. Of the total 
received, 86.58% is federal and 13.42% is state funds from the HSSRA.  

ELIGIBILITY AND PLANNING CONSIDERATIONS 
STPP funds are eligible for a wide range of transportation improvement projects and activities, ranging 
from roadway reconstruction and rehabilitation, to bridge construction and inspection, to highway and 
transit safety infrastructure, environmental mitigation, carpooling, and bicycle and pedestrian 
transportation facilities. 

Surface Transportation Program Secondary (STPS) 
The federal and state funds available under this program are used to finance transportation projects 
on the state-designated Secondary Highway System. The Secondary Highway System includes any 
highway that is not classified as a local route or rural minor collector and that has been selected by 
the Montana Transportation Commission to be placed on the Secondary Highway System. Funding is 
distributed by formula and is utilized to resurface, rehabilitate and reconstruct roadways and bridges 
on the Secondary System. 
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ALLOCATIONS AND MATCHING REQUIREMENTS 
Secondary funds are distributed statewide (MCA 60-3-206) to each of five financial districts, based on 
a formula, which takes into account the land area, population, road mileage and bridge square footage. 
federal funds for secondary highways must be matched by non-federal funds. Of the total received 
86.58% is federal and the state is responsible for the remaining 13.42%. Normally, the match on these 
funds is from the HSSRA Account. 

ELIGIBILITY AND PLANNING CONSIDERATIONS  
Eligible activities for the use of Secondary funds fall under three major types of improvements: 
Reconstruction, Rehabilitation, and Pavement Preservation. Vehicle-to-infrastructure communication 
equipment is also eligible for funding. The Reconstruction and Rehabilitation categories are allocated 
a minimum of 65% of the program funds with the remaining 35% dedicated to Pavement Preservation. 
Priorities are identified in consultation with the appropriate local government authorizes and approved 
by the Montana Transportation Commission. 

Surface Transportation Program Urban (STPU) 
The federal and state funds available under this program are used to finance transportation projects 
on Montana’s Urban Highways System, as per MCA 60-3-211. STPU allocations are based on a per 
capita distribution and are recalculated each decade following the US Census. Bozeman and Belgrade 
are both urban areas (population of 5,000 or greater). Modifications to the existing urban area 
boundaries are expected after the Census results are finalized.  

ALLOCATIONS AND MATCHING REQUIREMENTS 
State law guides the allocation of urban funds to projects on the Urban Highway System in Montana’s 
urban areas through a statutory formula based on each area’s population compared to the total 
population in all urban areas. The federal share for this program is 86.58% and the state is responsible 
for the remaining 13.42%. The state share is funded through the HSSRA. 

ELIGIBILITY AND PLANNING CONSIDERATIONS 
Urban funds are eligible for rehabilitation, resurfacing, new construction, reconstruction of existing 
facilities, operational improvements, vehicle-to-infrastructure communication equipment, bicycle 
facilities, pedestrian walkways, carpool projects and traffic operation projects on the state-designated 
Urban Highway System. Priorities for the use of urban funds are established at the local level through 
local planning processes with final approval by the Transportation Commission.  

Surface Transportation Program Bridge (STPB) 
The federal and state funds available under this program are used to finance bridge projects for on-
system and off-system routes in Montana. The FAST Act requires that a minimum amount (equal to 
15% of Montana’s 2009 Federal Bridge Program apportionment) be set aside for off-system bridge 
projects. The remainder of the Bridge Program funding is established at the discretion of the state. 
STPB funds are primarily used for bridge rehabilitation or reconstruction activities on primary, 
secondary, urban, or off-system routes. Projects are identified based on bridge condition and 
performance metrics. 

Surface Transportation Program for Other Routes [Off-system] (STPX) 
The federal and state funds available under this program are used to finance transportation projects 
on state-maintained highways (or in other areas) that are not located on a defined highway system. 

Urban Pavement Preservation Program (UPP) 
The Urban Pavement Preservation Program is a sub-allocation of the larger Surface Transportation 
Program that provides funding to urban areas with qualifying Pavement Management Systems (as 
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determined jointly by MDT and FHWA). This sub-allocation is approved annually by the Montana 
Transportation Commission and provides opportunities for pavement preservation work on urban 
routes (based on system needs identified by the local Pavement Management Systems).  

Transportation Alternatives Program (TA) 
The FAST Act provides funding to the Transportation Alternatives (TA) program via a set-aside from 
the STP. The TA program provides assistance to local governments, tribal entities, transit providers, 
resource agencies and/or school districts for community improvements deemed eligible to receive TA 
funding. MDT solicits proposals (from eligible entities) for construction projects, ranks each proposal, 
and then advances the highest priorities (without exceeding available TA funding).  

Projects are awarded through a competitive process with the federal share at 86.58% and the 
state/local match at 13.42%. The state share is funded through the HSSRA if the project is on-system, 
the sponsor provides the match if the project is off-system. In 2021, $6.5 million was available for TA 
funding divided into two project categories: Capital Improvement Projects and Pavement Preservation 
Projects. The funding request cap is $1.0 million for a Capital Improvement Project, and $200,000 for 
a Pavement Preservation Project. 

Recreational Trails Program (RTP) 
The FAST Act authorizes the Recreational Trails Program (RTP) as a set-aside of TA funds. The 
amount set aside is equal to the state's FY 2009 RTP apportionment. The 2020 Montana RTP set-
aside, less program administration fees, was $1,590,638. The RTP funds come from the Federal 
Highway Trust Fund and represent a portion of the motor fuel excise tax collected from nonhighway 
recreational fuel use: fuel used for off-highway recreation by snowmobiles, all-terrain vehicles, off-
highway motorcycles, and off-highway light trucks. The RTP is administered by Montana State Parks 
in collaboration with the State Trails Advisory Committee. RTP applicants can include federal, tribal, 
state, county or city agencies, private associations and clubs. Examples of eligible projects include: 
urban trail development, basic front and backcountry trail maintenance, restoration of areas damaged 
by trail use, development of trailside facilities, and educational and safety projects related to trails. 

2.7. National Highway Freight Program (NHFP) 
The FAST Act’s National Highway Freight program (NHFP) supports activities that improve the 
efficient movement of freight on the National Highway Freight Network. Activities eligible for NHFP 
funding include planning, environmental review, preliminary engineering, design work, construction, 
reconstruction, rehabilitation work and/or operational improvements that directly result in improved 
system performance – as well as interchange improvements, truck-only lanes, shoulder widening, 
traffic signal optimization, highway ramp metering and roadway capacity projects (that address freight 
bottlenecks).  

Per FAST Act guidelines, MDT adopted a freight plan prior to December 4, 2017 – thus allowing 
Montana to continue to obligate National Highway Freight (NHFP) program funds. This program is 
apportioned to states by formula. Up to 10% of the apportioned funds may be used for intermodal 
projects. Generally, the federal share for this program is 91.24% and the state is responsible for the 
remaining 8.76%. The state share is typically funded through the HSSRA for projects on state 
highways and local governments are responsible for providing the match for local projects. 

Montana’s FY 2022 NHFB apportionment is $14,229,194. 



  April 12, 2022 
  Funding Sources 

    
 

Page 9 

2.8. Highway Safety Improvement Program (HSIP) 
The FAST Act’s Highway Safety Improvement Program is a funding category that helps states 
implement a data-driven and strategic approach to improving highway safety on all public roads. The 
Montana Transportation Commission approves and awards the projects, with a primary focus on 
locations with crash trends (where feasible countermeasures exist) and prioritizing work according to 
benefit/cost ratios. However, systemic improvements (such as rumble strip projects, curve signing and 
wrong-way warnings) are also funded to address safety issues at the network level. The federal share 
for this program is 90% with the state contributing 10% matching funds, typically through the HSSRA.  

Railway- Highway Crossings Program 
The FAST Act designates a portion of HSIP funds to improve safety at railroad crossings via the 
installation of protective devices or the elimination of hazards. The federal share for this program is 
90% with the state contributing 10% matching funds.  

Montana’s FY 2022 HSIP apportionment is $32,150,195 with $2,065,380 being dedicated to the 
Railway-Highway Crossings Program. 

2.9. Congestion Mitigation and Air Quality Improvement Program 
(CMAQ) 
The FAST Act’s Congestion Mitigation and Air Quality Improvement Program (CMAQ) provides a 
flexible funding source to state and local governments for transportation projects and programs to help 
meet the requirements of the Clean Air Act. Funding is available to reduce congestion and improve air 
quality for areas that do not meet the National Ambient Air Quality Standards for ozone, carbon 
monoxide, or particulate matter (nonattainment areas) as well as former nonattainment areas that are 
now in compliance (maintenance areas).  

For FY 2022, Montana received $16,220,962 in CMAQ apportionments under the Bipartisan 
Infrastructure Law. 

ALLOCATIONS AND MATCHING REQUIREMENTS 
CMAQ funds are federally apportioned to Montana and allocated to various eligible programs by 
formula and by the Montana Transportation Commission. As a minimum apportionment state, a 
federally required distribution of CMAQ funds goes to projects in Missoula since it was Montana’s only 
designated and classified air quality non-attainment area. The remaining, non-formula funds, referred 
to as “flexible CMAQ” is primarily directed to areas of the state with emerging air quality issues through 
various state programs. Of the total funding received, 86.58% is federal and 13.42% is provided by 
the state for projects on state highways and by local governments for local projects. The state share 
is funded through the HSSRA. 

ELIGIBILITY AND PLANNING CONSIDERATIONS 
In general, eligible activities include transit improvements, ADA upgrades, traffic signal 
synchronization, bicycle/pedestrian projects, intersection improvements, travel demand management 
strategies, traffic flow improvements, air quality equipment purchases, vehicle-to-infrastructure 
communication equipment, and public fleet conversions to cleaner fuels. At the project level, the use 
of CMAQ funds is not constrained to a particular system (i.e. Primary, Urban, and NHS). A requirement 
for the use of these funds is the estimation of the reduction in pollutants resulting from implementing 
the program/project. These estimates are reported yearly to FHWA.  
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Montana Air & Congestion Initiative (MACI) 
MDT uses the CMAQ flexible funds to fund the Montana Air and Congestion Initiative (MACI) Program. 
The MACI Program provides funding for projects and programs that reduce transportation-related 
emissions in air quality non-attainment areas and areas identified as high risk for nonattainment 
designation.  

Funds are allocated annually to two programs: Guaranteed and Discretionary. Funds from the MACI 
Guaranteed Program are allocated to Billings and Great Falls to address carbon monoxide issues in 
these designated, but “not classified”, CO non-attainment areas.  

The MACI Discretionary Program provides funding for projects in areas designated non-attainment or 
recognized as being “high-risk” for becoming non-attainment. Since 1998, MDT has used MACI-
Discretionary funds to get ahead of the curve for CO and PM10 problems in non-attainment and high-
risk communities across Montana. District Administrators and local governments nominate projects 
cooperatively. Projects are prioritized and selected based on air quality benefits and other factors. The 
most beneficial projects to address these pollutants have been sweepers and flushers, intersection 
improvements, and signal synchronization projects. 

2.10. Federal Lands Access Program (FLAP) 
The Federal Lands Access Program (FLAP) was created to improve access to federal lands. FHWA’s 
Western Federal Lands Division administers the program and MDT is an eligible applicant for the 
funds. The program is directed towards public highways, roads, bridges, trails, and transit systems 
that are under state, county, town, township, tribal, municipal, or local government jurisdiction or 
maintenance and provide access to federal lands. FLAP funds improvements to transportation 
facilities that provide access to, are adjacent to, or are located within federal lands. The program 
supplements state and local resources for public roads, transit systems, and other transportation 
facilities, with an emphasis on high-use recreation sites and economic generators. Program funds are 
subject to the overall federal-aid obligation limitation. Funds are allocated among the states using a 
statutory formula based on road mileage, number of bridges, land area, and visitation. The federal 
share for this program is 86.58% and the state provides match for projects on state highways that 
address MDT identified infrastructure condition deficiencies. Local governments provide the match for 
off-system projects. The state share is funded through the HSSRA.  

2.11. Transit Capital and Operating Assistance Funding 
The MDT Transit Section provides federal and state funding to eligible recipients through federal and 
state programs. Federal funding is provided through the Section 5310 and Section 5311 transit 
programs and state funding is provided through the TransADE program. MAP-21 incorporated the Job 
Access and Reverse Commute and New Freedoms Programs into the Section 5311 and 5310 
programs, respectively. It also created a new bus and bus facilities discretionary formula program 
(Section 5339) for fixed route bus operators.  

All funded projects must be derived from a locally developed, coordinated public transit-human 
services transportation plan (a “coordinated plan”). The coordinated plan must be developed through 
a process that includes representatives of public, private, and nonprofit transportation and human 
service providers and participation from the public.  

Urbanized Area Formula Grants (Section 5307)  
This program enhances the access of people in urbanized areas (population of 50,000 or more) by 
providing public transportation. Federal funds pay 80% of capital costs and 50% of deficit operating 
costs. The remaining 20% and 50%, respectively, must come from the local recipient. The designated 
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recipient of Section 5307 funds is the Governor who in turn can designate the funds to a public body. 
In Montana, the Governor has previously designated Missoula, Great Falls, and Billings as the 
recipients of the Section 5307 funds. New population statistics resulting from the US Census may 
change these funding designations.  

Formula Grants for Rural Areas (Section 5311)  
This program enhances the access of people in non-urbanized (<50,000 population) areas by 
providing public transportation. Federal funds pay 80% of capital costs and 50% of operating costs, 
and 80% of paratransit service. The remaining 20%, 50%, and 20% respectively, must come from the 
local recipient. Eligible recipients of these funds can be state or local government authorities, nonprofit 
organizations, or operators of public transportation or intercity bus service that receives funds indirectly 
through a recipient. 

The Rural Transit Assistance Program (RTAP) is a component of the Section 5311 grant. Funds are 
used to support a broad and flexible program of training, technical assistance, research, and other 
support services for non-urbanized transit. Eligible recipients of these funds include all Montana rural 
transit providers receiving federal transit grants. Funds are also available to Montana's public transit 
operators in small urbanized areas such as Billings, Missoula, and Great Falls, as long as the activities 
are primarily designed and delivered to benefit non-urbanized transit providers. This program is 100 
percent federally funded. 

Enhanced Mobility of Seniors and Individuals with Disabilities (Section 5310) 
Section 5310 authorizes capital grants to eligible organizations to assist in providing transportation for 
the elderly and/or persons with disabilities when the transportation service provided is unavailable, 
insufficient, or inappropriate to meeting these needs. The federal share of eligible capital costs may 
not exceed 80 percent, and 50 percent for operating assistance. The 10 percent that is eligible to fund 
program administrative costs including administration, planning, and technical assistance may be 
funded at 100 percent federal share. Section 5310 funds are apportioned among the states by a 
formula which is based on the number of seniors and people with disabilities in each state according 
to the latest available U.S. Census data. Formula funds are apportioned to direct recipients; for rural 
and small urban areas, this is MDT, while in large urban areas, a designated recipient is chosen by 
the governor. Eligible sub-recipients for this program are private nonprofit organizations, states or local 
government authorities, or operators of public transportation. 

Bus and Bus Facilities (Section 5339) 
This program provides capital funding to replace, rehabilitate and purchase buses and related 
equipment and to construct bus-related facilities including technological changes or innovations to 
modify low or no emission vehicles or facilities. Funding is provided through formula allocations and 
competitive grants. A sub-program provides competitive grants for bus and bus facility projects that 
support low and zero-emission vehicles. Federal funds pay 80% of capital costs and the remaining 
20% must come from the local recipient. State and local government entities that operate fixed route 
bus service and that are eligible to receive direct grants under 5307 and 5311 may receive Section 
5339 funds. 
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3.0. STATE FUNDING SOURCES 
The following is a summary of Montana’s state funding sources which can be allocated to local 
governments and counties. State funds are dispersed automatically and on a need basis.  

3.1. Montana Rail Freight Loan Program (MRFL) 
MRFL is a revolving loan fund administered by MDT to help preserve and enhance freight railroad 
service in Montana. Eligible activities include projects to preserve and continue operation of viable 
railroad branch lines; and for development, improvement, construction, purchase, maintenance, or 
rehabilitation of intermodal transportation facilities, branch lines or short lines, sidings, light density 
railroad lines, and rolling stock, including rail cars. Applicants must match at least 30 percent of project 
costs for rehabilitation projects and 50 percent for new construction. Eligible applicants include 
railroads, cities, counties, companies, regional rail authorities, and port authorities. To be eligible, 
applicants must derive revenue from continued operation of the railroad. As of November 2019, 
available funding was about $158,000. MDT has determined the balance is not sufficient to solicit new 
loans at this time. 

3.2. TransADE 
The TransADE grant program provides match or operating assistance to transportation providers that 
serve the disabled and elderly. The goal of the program is to enhance the access of elderly and 
persons with disabilities in Montana to health care, shopping, education, employment, public services 
and recreation; and to assist in the maintenance, development, improvement, and use of specialized 
transportation systems. 

The program offers operating assistance to eligible organizations providing transportation to the 
elderly and persons with disabilities. The TransADE Program can be used as operating similar to 
Section 5311 or as match if it meets states requirements. (MCA 7-14-112). Eligible recipients include 
counties, incorporated cities and towns, tribal governments, urban transportation districts, or non-profit 
organizations for transportation services for persons 60 years of age or older and persons with 
disabilities. 

3.3. State Funds for Transit Subsidies 
The 46th Montana Legislature amended Section 7-14-102 MCA providing funds to offset up to 50 
percent of the expenditures of a municipality or urban transportation district for public transportation. 
The allocation to operators of transit systems is based on the ratio of its local support for public 
transportation to the total financial support for all general-purpose transportation systems in the state. 
Local financial support must be determined by dividing the city's or district's expenditure of local 
revenue for public transportation operations during the fiscal year by the mill value of the city or urban 
transportation district. 

3.4. State Fuel Tax 
The State of Montana assesses a tax on each gallon of gasoline and clear diesel fuel sold in the state 
and used for transportation purposes. According to state law, each incorporated city and town within 
the state receives an allocation of the total tax funds based upon: 

1) the ratio of the population within each city and town to the total population in all cities and 
towns in the state, and 
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2) the ratio of the street mileage within each city and town to the total street mileage in all 
incorporated cities and towns in the state. (The street mileage is exclusive of the federal-Aid 
Interstate and Primary Systems.) 

 
State law also establishes that each county be allocated a percentage of the total tax funds based 
upon: 

1) the ratio of the rural population of each county to the total rural population in the state, 
excluding the population of all incorporated cities or towns within the county and state; 

2) the ratio of the rural road mileage in each county to the total rural road mileage in the state, 
less the certified mileage of all cities or towns within the county and state; and 

3) the ratio of the land area in each county to the total land area of the state. 
 

Bridge and Road Safety and Accountability Act (BaRSAA) 
Effective July 1, 2017, House Bill 473, the Bridge and Road Safety and Accountability Act (BaRSAA) 
incrementally increases Montana’s fuel tax rate for gasoline and for special fuel. House Bill 473 directs 
the fuel tax rate increase each biennium, until FY 2023, at the following increments in Table 3.1: 

Table 3.1: Montana Fuel Tax Rate 
Date State Gas Rate State Diesel Rate 

July 1, 2017 0.315 0.2925 
July 1, 2019 0.32 0.2945 
July 1, 2021 0.325 0.2955 
July 1, 2022 0.33 0.2975 

A portion of the revenue generated by the increase will be allocated to local governments in addition 
to the existing fuel tax distributions provided for in MCA 15-70-101 and 7-14-102(2). BaRSAA funds 
are allocated in the same proportion and using the same ratios provided for in MCA 15-70-101(2)(b), 
(2)(c), and (3). Allocations are calculated based upon the statutory formula.  

Local governments can use BaRSAA funds for the construction, reconstruction, maintenance, and 
repair of rural roads or city streets and alleys. The local government is responsible for maintenance. 
The purchase of capital equipment is not eligible for funding through this source. Funds may also be 
used to match federal funds used for the construction of roads and streets that are part of the National, 
Primary, Secondary or Urban Highway Systems; or road and streets which a local government is 
responsible to maintain.  

Beginning March 1, 2018, local governments may request distribution of their allocation from MDT. 
Local governments must match each $20 requested for distribution with at least $1 of local government 
budgeted matching funds. Local governments can request distributions of allocated funds between 
March 1st and November 1st of the calendar year in which the funds were allocated. Reservation 
requests can be made between September 1st and November 1st. 

For state FY 2022, Gallatin County will receive $343,227.67 from MCA 15-70-101 and $4,082.15 from 
MCA 7-14-102(2) for a total of $347,309.82 in state fuel tax funds. The amount varies annually. The 
City of Bozeman will receive $759,229.06 and the City of Belgrade will receive $161,614.19 in state 
fuel tax funds. For calendar year 2021, Gallatin County will be allocated $394,755.67, the City of 
Bozeman will be allocated $864,776.39, and the City of Belgrade will be allocated $175,176.49, in 
BaRSAA funds. Priorities for the use of these funds are established by each jurisdiction. 
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4.0. LOCAL FUNDING SOURCES 
Local governments generate revenue through a variety of funding mechanisms. Typically, several 
programs related to transportation exist for budgeting purposes and to disperse revenues. These 
programs are tailored to fulfill specific transportation functions or provide particular services. The 
following text summarized programs that are or could be used to finance transportation improvements 
by the county.  

Gallatin County funds can be categorized by three types: Governmental Funds, Proprietary Funds, 
and Fiduciary Funds. Governmental Funds are those through which most governmental functions of 
the county are financed, including those related to transportation. The county's governmental fund 
types are summarized here and discussed in more detail in the following sections. 

• General Fund: Accounts for all financial resources except those required to be accounted for 
in another fund. The General Fund is the county's primary operating fund. 

• Special Revenue Funds: Account for the proceeds of specific revenue sources that are 
legally restricted to expenditures for specified purposes (other than for major capital projects). 
The following special revenue funds are currently used by the county for transportation 
projects. 

o 2110: County Road Fund 
o 2111: County Road Impact Fees 
o 2130: County Bridge Fund 
o 2250: County-wide Planning 
o 2500: Rural Improvement District (RID) Maintenance Districts 
o 2820: State Gas Tax Apportionment 
o 2801: State Grants 
o 2987: Federal Grants 

• Debt Service Funds: Account for the accumulation of resources for and the payment of 
principal and interest on general long-term debt. 

o RID Bonds 
• Capital Project Funds: Account for financial resources to be used for the acquisition or 

construction of major capital facilities (other than those financed by proprietary funds). The 
following capital project funds are used by the county for transportation projects. 

o 4200: RID Construction 
o 4310: Community Transportation Enhancement Program (CTEP) Projects 
o 4320: Infrastructure Loan Program 
o 4350: Treasure State Endowment Program (TSEP) Projects 
o 4430: Community Development Block Grant (CDBG) Projects 

4.1. General Fund 
In FY 2020 the General Fund continues to include activities previously in separate funds, including 
Bridge, Three Forks Airport, County Extension and Senior Programs. General Fund Taxes equaled 
7,071,925 in FY 2020. Gallatin County is heavily reliant upon property tax levy for its general fund. 
The General Fund supports 13 departments comprising the administrative activities of the county. 

The General Fund will use $3.5 million in working capital to fund $1.4 million in capital outlay, $545,000 
in debt payments, $768,000 in bridge replacement/repairs, $490,000 for one-time transfers, $237,000 
in employee termination/retirement, and $273,366 for one-time expenses in FY 2020. 
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4.2. Special Revenue Funds 
Special revenue funds may be used by the county to budget and distribute revenues legally restricted 
to a specific purpose. Several such funds that benefit the transportation system are discussed briefly 
in the following paragraphs. 

County Road Fund 
The County Road Fund provides for the construction, maintenance, and administration of the county 
road system. Taxes for the Road Fund are collected on rural property (i.e., property outside Belgrade, 
Bozeman, Manhattan, Three Forks, and West Yellowstone). The Road Department maintains 
approximately 800 miles of road with a final budget of $7.9 million in FY17.  

Road Impact Fees 
The Road Impact Fee fund tracks payments by developers for the increased road costs associated 
with any new development. The fund can only be expended on items that will enhance the county road 
system. These funds are used to improve the transportation system affected by growth in the county. 
Changes in the collection of impact fees and the completion of several large projects have nearly 
exhausted the existing fund. 

County Bridge Fund 
The Bridge Department’s funds were moved into the General Fund in FY 2012, which is supported by 
taxes from all property owners within Gallatin County. The Bridge Department maintains over 200 
bridges and over 5,000 culverts and had a budget of $3,478,916 in FY 2019.  

The Bridge Department is responsible for the construction, maintenance and repair of bridges on both 
county-maintained roads within Gallatin County and on streets within the municipalities of Gallatin 
County. The Department is also responsible for culverts and ditches utilized for the movement of water, 
as well as all guardrails installed on county-maintained roads and bridges. 

Rural Improvement District (RID) 
A Rural Improvement District is a legal taxing authority through which a subdivision can raise funds 
for on-going road maintenance and improvements. The county is responsible for the planning, 
management, and maintenance of the RID infrastructure and administration of the RID’s funds. 

On a yearly basis, a report is prepared showing the activities for the prior year, the projects for the 
coming year, and project improvements up to 20 years into the future. A square foot fee is established 
through the County Commission for each of the 71 RIDs in Gallatin County. RID’s that have been 
created include roads, parks, water, sewer, and parking areas. 

Special Bond Funds 
A fund of this type may be established by the county on an as-needed basis for a particularly expensive 
project. The voters must approve authorization for a special bond fund. The county is not currently 
using this mechanism. 

Specialized Transportation Fund 
This type of fund may be established to supplement the cost of transit service to disabled or low-
income county residents. The county is not currently using this mechanism. 

4.3. Debt Service Funds 
Debt Service Funds are set up to receive dedicated revenues used to make principal and interest 
payments on county debt. They are used to account for the accumulation of resources for, and the 
payment of, general obligation and special assessment debt principal, interest, and related costs. Debt 
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Service Funds collect tax revenues in the previous fiscal year for payment in the next fiscal year and 
prior to the next tax collection.  

Rural Improvement District Bonds 
The county may issue debt through RID Bonds or other instruments to enhance the transportation 
system throughout the county. Individual projects will be reviewed, and debt will be issued if it is in the 
best interest of the county. 

4.4. Capital Improvement Program 
To best serve the public, Gallatin County maintains its capital infrastructure through the Planned 
Maintenance Projects list and the county’s Capital Improvement Program (CIP), which comprises four 
elements: Building Projects, the Core Rolling Stock Equipment program, the Bridge Replacement Plan 
(BRP), and the Capital Equipment Listing. The BRP is the only element that provides funding for 
transportation specific projects. The CIP Plan is developed through a formalized process each year. 
The Plan includes approved projects for the current fiscal year as well as projected projects for the 
next five years.  

Capital improvements are financed through a variety of funding sources including the county’s General 
Fund, state gas tax revenues, federal and state grants, private donations, general obligations bonds, 
loans received through Local Financing or the Board of Investments Bond Program, special 
assessments, revenue bonds, user fees, the Park Acquisition and Development Fund, and other 
miscellaneous sources. 

Bridge Replacement Plan (BRP) 
The BRP was implemented in FY 2013 with the goal of replacing bridge infrastructure in a systematic 
manner. This account allows for the funding of structurally deficient or functionally obsolete bridges 
that are beyond the scope of the Bridge Department’s annual budget capacity. Funding comes from 
$400,000 per year in taxes set aside in the Capital Projects Fund for replacement of bridges longer 
than 30 feet in the county.  

The county is levying $400,000 in Newly Taxable Property (NTP) taxes in FY 2020, meeting the goal 
of levying $400,000 / year. The county will continue to levy a minimum of 3.00 mills for the Bridge 
department with $100,000 earmarked for replacement of bridges of less than 30 feet. The county will 
use the new funds to support the Bridge department’s need to update large bridges that cannot be 
done through the current bridge revenues. 

The first bridge to be replaced under this program is the Nixon Bridge, which will be funded by a TSEP 
Grant from the State of Montana, an RID creation over the property owners in the Gallatin River Ranch 
subdivision, and funding from the BRP. The second bridge planned for replacement is the Meridian 
Bridge which will also be partially funded from TSEP and the BRP. 

5.0. PRIVATE FUNDING SOURCES 
Private financing of roadway improvements, in the form of right-of-way donations and cash 
contributions, has been successful for many years. In recent years, the private sector has recognized 
that better access and improved facilities can be profitable due to increase in land values and 
commercial development possibilities. Several forms of private financing for transportation 
improvements used in other parts of the United States are described in this section. 
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Cost Sharing 
Developers may be required to construct transportation facilities as for mitigation of impacts to the 
roadway network. 

Private Ownership 
This method of financing is an arrangement where a private enterprise constructs and maintains a 
transportation facility, and the government agrees to pay for public use of the facility. Payment for 
public use of the facility is often accomplished through leasing agreements (wherein the facility is 
rented from the owner), or through access fees whereby the owner is paid a specified sim depending 
upon the level of public use. 

Transportation Corporations 
These private entities are non-profit, tax-exempt organizations under the control of state and local 
government. They are created to stimulate private financing of highway improvements.  

Road Districts 
These are areas created by a petition of affected landowners, which enables issuance of bonds for 
financing local transportation projects. 

Private Donations 
The private donation of money, property, or services to mitigate identified development impacts is the 
most common type of private transportation funding. Private donations are effective in areas where 
financial conditions do not permit a local government to implement a transportation improvement itself. 

Privatization 
Privatization is either the temporary or long-term transfer of a public property of publicly owned rights 
belonging to a transportation agency to a private business. This transfer is made in return for a 
payment that can be applied toward construction or maintenance of transportation facilities. 

Tax Increment Financing (TIF) 
Increment financing has been used in many municipalities to generate revenue for public 
improvements projects. As improvements are made within the district, and as property values 
increase, the incremental increases in property tax revenue are earmarked for this fund. The fund is 
then used for improvements within the district. Expenditures of revenue generated by this method are 
subject to certain spending restrictions and must be spent within the district. Tax increment districts 
could be established to accomplish transportation improvements in other areas of the community 
where property values may be expected to increase.  

Several TIF districts have been established in Bozeman and Belgrade. Additional TIF districts could 
be established in other areas of the county to accomplish a variety of transportation-related 
improvements. 

General Obligation Bonds 
The sale of General Obligation (GO) bonds can be used to finance a specific set of major highway 
improvements. A GO bond sale, subject to voter approval, provides the financing initially required for 
major improvements to the transportation system. The advantage of this funding method is that when 
the bond is retired, the obligation of the taxpaying public is also retired. State statutes limiting the level 
of bonded indebtedness for cities and counties restrict the use of GO bonds. The present property tax 
situation in Montana, and recent adverse citizen responses to proposed tax increases by local 
governments, suggests that the public may not be receptive to the use of this funding alternative. 



  April 12, 2022 
  Funding Sources 

    
 

Page 18 

Multi-Jurisdictional Service District 
The State Legislature authorized this funding option in 1985. This procedure requires the 
establishment of a special district, somewhat like a Special Improvement District (SID), which has the 
flexibility to extend across city and county boundaries. Through this mechanism, an urban 
transportation district could be established to fund a specific highway improvement that crossed 
municipal boundaries (e.g., corporate limits, urban limits, or county lines). This type of fund is 
structured similar to an SID with bond backed by local government issued to cover the cost of a 
proposed improvement. Revenue to pay for the bonds would be raised through assessments against 
property owners in the service district. 

Local Improvement District 
This funding option is only applicable to counties wishing to establish a local improvement district for 
road improvements. This funding option has the benefit of allowing counties to initiate a local 
improvement district through a more streamlined process than that associated with the development 
of an SID. 

User Fees 
User fees are charges for county services where the benefits received from such services can be 
directly and equitably applied to those who receive the benefits. User fees are often costly to 
administer so there are only collected if it is cost-effective and administratively feasible to do so.  

User fees and charges are used when distinct beneficiary populations or interest groups can be 
identified. User fees and charges are preferable to general taxes because user charges can provide 
clear demand signals that assist in determining what services to offer, their quantity and their quality. 
User charges are more equitable, since only those who use the service pay, thereby eliminating the 
subsidy provided by nonusers to users, which is inherent in general tax revenue. 

6.0. FUTURE POTENTIAL FUNDING SOURCES 
The following funding sources could be used by the county in the future to fund roadway infrastructure 
improvements. 

Local Sales Tax 
If authorizing legislation were to be approved, local governments would be able to initiate local option 
taxes as a potential funding source for transportation improvements. One local option tax would be a 
local sales tax.  

Wheel Tax 
If initiated, a tax per wheel on vehicles licensed in counties could generate substantial revenue. The 
cost to each user of the transportation network would be proportional to the number and type of 
vehicles owned. 

Local Options Motor Fuel Tax 
A local option fuel tax is another means of raising revenue for the construction, reconstruction, 
maintenance, and repair of public streets and roads. This local tax may be imposed by the people of 
the county or by the adoption of a resolution by the county commissioners and referred to the people. 
An advantage of a local motor fuel tax, as with a wheel tax, is that it taxes only the users of the 
transportation system, and the tax paid by such individuals is directly proportional to their use of the 
facilities. The revenue from a motor fuel tax must be distributed proportionately among the county and 
its member municipalities based on vehicle registration. 
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Excise Taxes 
Excise Taxes are similar to sales taxes with the exception that items taxed are those considered 
indulgent. The demand for items on which there is an excise tax is generally large; therefore, there is 
potential to raise a substantial amount of local revenue. Products on which an excise tax could be 
imposed for additional local revenue include such items as tobacco, alcohol, and various forms of 
entertainment. A potential problem with excise taxes arises when the tax causes inter-area 
competition. 

Value Capture Taxes 
Value capture taxes are a way to raise revenue following development of transportation improvements. 
Whereas development fees are assessed to make necessary transportation improvements, value 
capture taxes impose a fee on businesses that benefit due to their location along improved, highly 
traveled routes, which assumes improvement have been made. Value capture taxes may be a means 
to enter into other forms of funding future improvements. One method to consider would be cash flow 
management that makes wise use of existing revenue rather than continuing to introduce new sources. 

7.0. SUMMARY OF FUNDING SOURCES 
Transportation improvements can be implemented using federal, state, local and private funding 
sources. Each funding source is constrained by different elements including system eligibility, funding 
allocations, and matching requirements. Considering the current funding limits of these traditional 
programs, and the extensive list of recommended road projects, more funding will be required from 
local and private sources if all transportation network needs are to be met over the planning horizon. 
A summary of the various programs and their eligibility requirements are provided in Table 7.2.  

Depending on their intended purpose, some of the funding sources may not be entirely available for 
construction of capital improvements. Several of the sources listed allocate money for routine and/or 
deferred maintenance activities. Many of the funding sources are constrained to use for improving 
specific route systems; National, Primary, Secondary, or Urban Highway Systems, and Off-system.  

Table 7.1: Funding Sources Summary 
Funding Program Source Subprograms Description 

Discretionary 
Programs Federal 

• Bridge Investment Program 
• Nationally Significant Multimodal Freight and 

Highway Projects Program (INFRA)  
• Rebuilding American Infrastructure Sustainably 

and Equitably (RAISE) Grants 
• National Infrastructure Project Assistance (MEGA) 
• Rural Surface Transportation Grant Program 

(RURAL) 

New funding opportunities for roadways, bridges, and 
other major projects authorized under the Bipartisan 
Infrastructure Law in addition to reauthorization of surface 
transportation funding programs under the FAST Act. 
Eligibility, allocations, and matching requirements vary by 
program. 

Carbon Reduction 
Program Federal N/A Formula funding to reduce transportation emissions or the 

development of carbon reduction strategies. 

Bridge Formula 
Program Federal N/A 

Formula funding to replace, rehabilitate, preserve, protect, 
and construct bridges on public roads. 15% of funding 
reserved for off-system bridge projects. 

Promoting Resilient 
Operations for 
Transformative, 
Efficient, And Cost-
Saving 
Transportation 
(PROTECT) 

Federal N/A 

Formula funding for PROTECT may be used for both 
planning and capital improvements to protect surface 
transportation assets by making them more resilient and 
protecting communities through resilience strategies that 
allow for the continued operation of rapid recovery of 
transportation systems. 
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Funding Program Source Subprograms Description 
National Highway 
Performance 
Program 

Federal 
• Interstate Maintenance (IM) 
• National Highway (NH) 
• NHPP Bridge (NHPB) 

Provides funding for the NHS, including the Interstate 
System and NHS roads and bridges. 

Surface 
Transportation Block 
Grant Program 
(STBG) 

Federal 

• Primary (STPP) 
• Secondary (STPS) 
• Urban (STPU) 
• Bridge (STPB) 
• Off-System Routes (STPX) 
• Urban Pavement Preservation Program (UPP) 
• Transportation Alternatives Program (TA) 

Funds available for projects on state-designated Primary, 
Secondary, and Urban Highway Systems. Bridge Program 
funds are primarily used for bridge rehabilitation or 
reconstruction activities on primary, secondary, urban, or 
off-system routes. 

National Highway 
Freight Program 
(NHFP) 

Federal N/A 

This program was created by the FAST Act to invest in 
freight projects on the National Highway Freight Network. 
This program provides funding for construction, 
operational improvements, freight planning, and 
performance measures. 

Highway Safety 
Improvement 
Program (HSIP) 

Federal • Railroad Crossing Improvements (RRP/RRS) 
Funds are apportioned for safety improvement projects 
included in the State Strategic Highway Safety Plan. 
Projects must correct or improve a hazardous road 
location or feature or address a highway safety problem. 

Congestion 
Mitigation and Air 
Quality Improvement 
Program (CMAQ) 

Federal 
• CMAQ (formula) 
• Montana Air & Congestion Initiative (MACI)- 

Guaranteed & Discretionary Programs 

Federal funds available under this program are used to 
finance transportation projects and programs to help 
improve air quality and meet the requirements of the Clean 
Air Act. At the project level, the use of CMAQ funds is not 
constrained to a particular system (i.e. Primary, Urban, 
and NHS). 

Federal Lands 
Access Program 
(FLAP) 

Federal  
This program funds improvements to transportation 
facilities that provide access to, are adjacent to, or are 
located within federal lands. 

Congressionally 
Directed Funds Federal 

• Nationally Significant Freight and Highway 
Projects 

 

Congressionally directed funds may be received through 
either highway program authorization or annual 
appropriations processes. This is a discretionary freight-
focused grant program for projects that improve safety and 
improve critical freight movements.  

Transit Capital and 
Operating 
Assistance Funding 

Federal 

• Urbanized Area Formula Grants (Section 5307) 
• Formula Grants for Rural Areas (Section 5311) 
• Enhanced Mobility of Seniors and Individuals with 

Disabilities (Section 5310) 
• Bus and Bus Facilities (Section 5339) 

The MDT Transit Section provides federal and state 
funding to eligible recipients through federal and state 
programs. All funded projects must be derived from a 
locally developed, coordinated public transit-human 
services transportation plan (a “coordinated plan”). 

Montana Rail Freight 
Loan Program 
(MRFL) 

State • N/A 
Revolving loan fund administered by MDT to encourage 
projects for construction, reconstruction, or rehabilitation of 
railroads and related facilities in the state. 

TransADE State N/A 
The TransADE grant program offers operating assistance 
to eligible organizations providing transportation to the 
elderly and persons with disabilities.  

State Funds for 
Transit Subsidies State N/A 

Provides funds to offset expenditures of a municipality or 
urban transportation district for public transportation. The 
allocation to operators of transit systems is based on the 
ratio of its local support for public transportation to the total 
financial support for all general-purpose transportation 
systems in the state. 
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Funding Program Source Subprograms Description 

State Fuel Tax State 
• Fuel Tax Formula Distributions 
• Bridge and Road Safety and Accountability Act 

(BARSAA) 

The State of Montana assesses a tax on each gallon of 
gasoline and clear diesel fuel sold in the state and used for 
transportation purposes. State law also establishes that 
each city and county be allocated a percentage of the total 
tax fund. Funds may be used for National, Primary, 
Secondary or Urban Highway Systems as well as local 
roads. 

General Fund Local N/A 
Accounts for all financial resources except those required 
to be accounted for in another fund. The General Fund is 
the county's primary operating fund. 

Special Revenue 
Funds Local 

• County Road Fund (2110) 
• County Road Impact Fees (2111) 
• County Bridge Fund (2130) 
• Rural Improvement District (RID) Maintenance 

Districts (2500) 
• Special Bond Funds (Not in Use) 
• Specialized Transportation Fund (Not in Use) 

Account for the proceeds of specific revenue sources that 
are legally restricted to expenditures for specified 
purposes (other than for major capital projects).  

Debt Service Funds Local • Rural Improvement District Bonds 

The county may issue debt through RID Bonds or other 
instruments to enhance the transportation system 
throughout the county. Individual projects will be reviewed, 
and debt will be issued if it is in the best interest of the 
county. 

Capital Improvement 
Program Local • Bridge Replacement Plan (BRP) 

Gallatin County maintains its capital infrastructure through 
the Planned Maintenance Projects list and the county’s 
Capital Improvement Program (CIP). Capital 
improvements are financed through a variety of funding 
sources. 

Private Funding 
Sources Private 

• Cost Sharing 
• Private Ownership 
• Transportation Corporations 
• Road Districts 
• Private Donations 
• Privatization 
• Tax Increment Financing (TIF) 
• General Obligation Funds 
• Multi-Jurisdictional Service District 
• Local Improvement District 
• User Fees 

Private financing of roadway improvements, in the form of 
right-of-way donations and cash contributions, has been 
successful for many years. In recent years, the private 
sector has recognized that better access and improved 
facilities can be profitable due to increase in land values 
and commercial development possibilities. 

Future Potential 
Funding Sources Local 

 Local Sales Tax 
 Wheel Tax 
 Local Options Motor Fuel Tax 
 Excise Taxes 
 Value Capture Taxes 

Various other sources of funding may be available in the 
future, pending legislation and other political decisions 
made by governing entities. 
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