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Project Funding
1. What are the different funding sources for KYTC projects?

2. What determines the source of project funding?

3. What is the KYTC Highway Plan? 

4. What is the KYTC Statewide Transportation Improvement Plan (STIP)?

5. Who requests funding for a project that is identified within the Highway Plan?

6. What is a TC-10? 

7. What is a PR-1?

8. What is the meaning of authorization of funding?

9. What is the meaning of obligation of funding?

10. What is the meaning of project budget amount?

11. What is the meaning of project encumbrances?

12. When does project funding actually become available to cover project expenditures?



The KYTC Division of Program Management is responsible for 
preparing the programming documents for authorization of 
state and federal funding for the Preliminary Engineering 
(PE) and Environmental, Design, Right-of-Way, Utility, and 
Construction phases of KYTC projects.



KYTC transportation roadway projects are funded through 
different programs within the Cabinet, and the type of 
funding used depends upon the program in which the project 
activity is conducted.



As an example, the Office of Rural and Secondary Roads 
allocates state funding for the following programs:

•  The Rural Secondary Program allocates by formula 
approximately $136 million per year of funding to the 120 
Kentucky counties.

•  The County Road Aid Co-op Program allocates by formula 
approximately $112 million per year to the 120 Kentucky 
counties.

•  The Municipal Aid Co-op Program allocates by formula 
approximately $47 million per year to the 421 incorporated 
cities and 46 unincorporated urban places throughout 
Kentucky. 



In addition, approximately $320  million per year of state 
funding is provided through the Division of Maintenance and 
the Division of Traffic Operations for normal maintenance 
and operations of existing roadways throughout the entire 
Commonwealth of Kentucky.



In addition to these KYTC programs, KYTC has projects funded 
through the state road fund (FD04) and through the federal 
transportation funding (FD52) programs.  The projects funded 
through the FD04 and FD52 programs must come through the 
Highway Plan process approved by the Kentucky General 
Assembly.  

The projected fiscal year amount of funding available for the 
FD04 program is approximately $300 million per year, and 
approximately $650 million per year through the FD52 federal 
program. 



Kentucky 
Highway Plan



KYTC submits to the General Assembly in February of even 
number of years a “Recommended Highway Plan” containing 
a listing of proposed projects including the scheduled project 
phases, proposed type of funding, scheduled fiscal year, and 
the estimated cost of the corresponding project phase.



The General Assembly reviews the projects identified in the 
Recommended Highway Plan, and they may make revisions 
to projects, they may add projects, and they may even 
remove projects before they approve the Highway Plan.   

Approval of the Highway Plan normally is in April of even 
number years and also depends upon approval of the state 
budget by the General Assembly.

As the General Assembly goes through the Recommended 
Highway Plan approval process, we continue using the 
currently approved Highway Plan.



As outlined within KRS, the Transportation Cabinet can proceed with the identified project 
phases scheduled within the 2012 Highway Plan for the FY 2012 – FY 2014 biennium 
depending upon the availability of identified funding for each project.





KEY TO INTERPRETING FUNDING CODES SCHEDULED WITHIN
“2012 HIGHWAY PLAN”

FUND CODE TYPE OF FUNDING
APD FEDERAL APPALACHIAN DEVELOPMENT HIGHWAYS
BR2 JP2 BRAC BOND PROJECTS SECOND PROGRAM
BRO FEDERAL BRIDGE REPLACEMENT - ON SYSTEM
BRX FEDERAL BRIDGE REPLACEMENT - ON/OFF SYSTEM
BRZ FEDERAL BRIDGE REPLACEMENT - OFF SYSTEM
CM FEDERAL CONGESTION MITIGATION FUNDS
FH FEDERAL FOREST HIGHWAY FUNDS

HPP HIGH PRIORITY PROJECTS
IF INNOVATIVE FINANCING
IM FEDERAL INTERSTATE MAINTENANCE FUNDS

JM5 GARVEE BONDS US-68/KY-80 LAKE BARKLEY AND KY LAKE BRIDGES
JZ2 LOUISVILLE BRIDGES GARVEE BONDS $236 MILLION
KYD FEDERAL DEMONSTRATION FUNDS ALLOCATED TO KENTUCKY
NH FEDERAL NATIONAL HIGHWAY SYSTEM FUNDS

RRP SAFETY-RAILROAD PROTECTION
SAF FEDERAL SAFETY FUNDS
SB2 STATE BONDS 2010
SHN FEDERAL STP FUNDS DEDICATED TO HENDERSON  
SLO FEDERAL STP FUNDS DEDICATED TO LOUISVILLE
SLX FEDERAL STP FUNDS DEDICATED TO LEXINGTON
SNK FEDERAL STP FUNDS DEDICATED TO NORTHERN KENTUCKY
SP STATE CONSTRUCTION "NOT" AVAILABLE

SPB SP BONDS 2009
SPP STATE CONSTRUCTION HIGH PRIORITY PROJECTS
STP FEDERAL STATEWIDE TRANSPORTATION PROGRAM  FUNDS
TE FEDERAL TRANSPORTATION ENHANCEMENT PROGRAM FUNDS

Note:  The Federal Funding Program is a reimbursement program.  Thus, 
State Funds are used first to cover the costs, and then KYTC sends weekly 
invoices to FHWA for reimbursement of the federal share of the costs.  The 
normal turn around time is approximately a 7 to ten days.





The Highway Plan identifies projects that in accordance with 
KRS, Chapter 176, the Transportation Cabinet can authorize 
project funding. 

As the Division of Program Management receives requests 
for project funding, the Highway Plan is used to determine if 
the requested project funding is deemed eligible for 
consideration of authorization of state or federal funding.

If the project funding request is determined to be eligible for 
funding, then the determination must be made as to the 
availability and priority of requested funding.



Available Scheduled Available
State funds (SP) $2.0 billion $0 
State funds Priority Projects (SPP) $2.3 billion $2.3 billion
Federal-Aid $4.9 billion $4.9 billion
Louisville Bridges GARVEE Bonds $236 million $236 million
Louisville Bridges Innovative Finance (IF) $846 million $846 million
US68/KY80 Kentucky Lake and $330 million $330 million

Lake Barkley Bridges GARVEE Bonds
BRAC 2 Bond Funds (BR2) $34 million $34 million
State Bond Funds 2009 (SPB) $18 million $18 million
State Bond Funds 2010 (SB2) $340 million $296 million
Total $11 billion $9 billion

“Scheduled funding versus projected available funding in 
the 2012 Highway Plan (FY 2012 thru FY 2018)”



2012 HIGHWAY  PLAN 
“FY 2012 – FY 2014 Biennium”

TOTAL  SCHEDULED  FUNDING  BY  PHASE
(IN MILLIONS)

PHASE
COMBINED FEDERAL

AND STATE FEDERAL STATE BONDS SPP SP

PLANNING $8 $0 $0 $6 $2 

DESIGN $298 $153 $3 $85 $57 

RIGHT-OF-WAY $731 $305 $44 $232 $150 

UTILITY $376 $145 $25 $126 $80 

CONSTRUCTION $3,645 $1,966 $262 $911 $506 

GRAND TOTAL $5,058 $2,569 $334 $1,360 $795 



Questions?



Federal-Aid Highway 
Program Funding 



Legislative approval by Congress for the Transportation Act 
“SAFETEA-LU” was signed into law by President Bush on 
August 10, 2005.

SAFETEA-LU expired on October 1, 2009.

Between October 1, 2009 and June 29, 2012 Congress 
enacted ten (10) legislative continuing resolutions extending 
SAFETEA-LU. 

On June 29, 2012 Congress approved legislation for 
the new Transportation Act.   



On July 6, 2012, President Obama signed into law the new 
Transportation Act “Moving Ahead for Progress in the 21st

Century” (MAP-21), which covers the time period July 1, 2012 
through September 30, 2014. 

MAP-21 extends the previous transportation act, “SAFETEA-
LU” through September 30, 2012.



MAP-21 Highlights

 SAFETEA-LU expired September 30, 2009
 10 extensions
 MAP-21 became law (PL 112-141) on July 6, 

2012
 Authorizes and funds the federal surface 

transportation program for 27 months
 Includes $18.8 billion in general fund transfers
 Considered “state-friendly” bill
 Greater Flexibility
 No Earmarks
 Expedited environmental review process

22



MAP-21 maintains federal-aid highway funding levels at FY 
2012 levels, plus minor adjustments for inflation for FY 2013 
and  FY 2014.

MAP-21 contains new provisions that are identified for FY 
2013 and FY 2014, which will take effect October 1, 2012.

MAP-21 restructures the federal-aid highway funding 
programs identified in SAFETEA-LU.



MAP-21 restructures the federal-aid highway funding and 
breaks down the federal-aid highway funding into the following 
six (6) federal-aid highway funding programs:

•National Highway Performance (NHPP)

•Surface Transportation Program (STP)

•Transportation Alternatives (TA)

•Metropolitan Planning (PL)

•Congestion Mitigation (CMAQ)

•Highway Safety Improvement (HSIP)





SAFETEA-LU FUNDING PROGRAMS MAP-21 FUNDING PROGRAMS

TYPE OF FUNDS
AMOUNT

(In Millions) TYPE OF FUNDS
AMOUNT

(In Millions)
Interstate Maintenance (IM) 123.6 National Highway Performance 391.8

National Highway System (NH) 140.8
Bridge (On System) (BRO) 56
Appalachian Development Hwy Sys (APD) 48.8
Combined Funding Totals 369.2 Projected Available Funding 391.8

Bridge (On/Off and Off System) (BRX) and (BRZ) 21.5 Surface Transportation Program 180.2
Surface Transportation (STP, SHN, SLO, SLX, 
SNK) 166
Combined Funding Totals 187.5 Projected Available Funding 180.2

Transportation Enhancement (TE) 13.3 Transportation Alternatives 12.9
Recreational Trials (RTP) 1.2
Safe Routes to School (SRS) 2
Combined Funding Totals 16.5 Projected Available Funding 12.9

Metropolitan Planning (PL) 2.2 Metropolitan Planning 2.4

Congestion Mitigation (CM) 12.9 Congestion Mitigation (CM) 13.2

Highway Safety Improvements (SAF) 22.1 Highway Safety Improvement 43.1
Rail-Highway Crossings (RRP) and (RRS) 3.6
Combined Funding Totals 25.7 Projected Available Funding 43.1
COMBINED SAFETEA-LU FUNDING TOTALS 614 COMBINED MAP-21 FUNDING TOTALS 643.6

The following table is a general crosswalk comparison of SAFETEA-LU funding 
programs outlining the type of funds and yearly amount of planned funding for each 
program vs. the MAP-21 funding programs outlining type of funds and yearly amount 
of planned funding for each program.



Please keep in mind, the federal-aid highway program is not a 
grant program.

The federal-aid highway program is a reimbursement
program, which means project expenditures must be paid first 
with state funds, and then the state sends requests to FHWA for 
reimbursement of eligible costs. 



Questions?



Kentucky Statewide Transportation 
Improvement Program  

(STIP)



As noted, the Enacted Highway Plan is the state document 
required by KRS, however, federal regulations require that 
KYTC prepare and submit to FHWA and FTA a Statewide 
Transportation Improvement Program (STIP).

The Division of Program Management is responsible for 
preparing the Kentucky STIP.



The STIP identifies the transportation 
programs and projects within Kentucky 
that will utilize federal funding.  The 
STIP is prepared in the summer of even 
number years and includes highway, 
public transit, aviation, transportation 
enhancement, Safe Routes to School and 
recreational trail projects.  Each of the 
programs contains a listing of scheduled 
projects and scheduled costs for the next 
four Federal Fiscal Years.  The 
scheduled costs of the projects listed in 
the STIP must be fiscally constrained.  



The Division of Program Management is not only responsible 
for preparing the STIP, but Program Management is 
responsible for monitoring and preparing administrative 
modifications and amendments to the approved STIP .

Before FHWA can approve utilization of federal-aid highway 
funds for transportation projects, federal law requires that the 
corresponding project phase must be identified within the 
State’s current STIP.  



In addition to the STIP requirements, federal funded projects located within the 
nine Metropolitan Planning Organizations (MPO) areas must be identified within 
their MPO Transportation Improvement Program (TIP) before project funding can 
be authorized. If a project is not identified within the MPO TIP, KYTC must request 
the MPO to amend their TIP to include the project, and this process may take 
several months to complete.

•KIPDA 
Jefferson, Bullitt, Oldham Counties, KY
Clark, Floyd Counties, IN

•OKI
Boone, Kenton, Campbell Counties, KY
Butler, Clermont, Hamilton, Warren Counties, OH
Deerborn County, IN

•FIVCO
Boyd and Greenup Counties, KY

•EUTS
Henderson County, KY

•GRADD
Daviess County, KY

•BRADD
Warren County, KY

•LTADD
Hardin County, KY

•CMCRPC
Christian County, KY

•LFUCG
Fayette and Jessamine Counties, KY

MPO Areas



EUTS
Evansville Urban

Transportation Study

GRADD
Green River

Area Development District

LTADD
Lincoln Trail

Area Development District

KIPDA
Kentuckiana Regional Planning

and Development Agency

OKI
Ohio-Kentucky-Indiana

Regional Council of Governments
LFUCG

Lexington-Fayette
Urban County Government

FIVCO
Five Counties

Area Development
District

CMCRPC
Clarksville-Montgomery County
Regional Planning Commission

BRADD
Bowling Green

Area Development District

MPO AREAS



Processing Project 
Funding Requests

&

KYTC
“Cash Management 
Balance Process” 



FUNDING CYCLE

(Division of Program 
Management)

Initial 
Funding 
Request

Confirmation 
of Funding 
Request

Availability of 
Requested 

Funds

Authorization 
of Requested 

Funding

Notice of 
Approved 
Funding

Monitoring 
Project 
Funding

Project 
Expenditures

Closeout 
Project

(Project Manager)

(Central Office user Division)

(Authorization Review Committee 
and TC10 signed by Secretary and 
State Highway Engineer)(Division of Program Management)

(Project Manager)

(Project Manager 
and Payroll Clerks)

(Project Manager 
and Central Office 
user Division)



The 2000 General Assembly 
changed the funding authorization 
process to allow the Cabinet to 
authorize funding based on 
projected expenditures.  Going from 
an authorization base to an 
expenditure base required the 
Cabinet to develop a “Cash 
Management Balance” process and 
model.  The Cash Management 
Balance process and model is used 
to determine the bottom line cash 
balance to cover current fixed cost 
items, current expenditures of 
currently authorized projects, 
current modifications to existing 
projects, and proposed new funding 
requests.

6YP

NON 6YR
BUDGET

FEDERAL
PROGRAMS

STATE FUNDS

“FIXED COST” ITEMS:
* DEBT SERVICE
* MAINTENANCE
* RESURFACING

* VEHICLE REGULATION
* HIGHWAY OPERATION
* CAPITAL CONSTRUCTION
* JUDGMENTS & OTHER
* SECRETARY’S CONTINGENCY

* STATE POLICE & OTHER AGENCIES
* GENERAL ADMIN. & SUPPORT
* REVENUE SHARING



EXAMPLE OF CASH FLOW PROJECT FINANCING MODEL 

Millions Assumption Project expenditures occur equally over a two year BUDGET
completion cycle

PROJECT OBLIGATIONS

EXPENSES

YEAR 1

300

250

200

150.0 MIL 
150.0 MIL Project 

150 Budget Obligations

100

Expenses

50

0
YEAR 1

LEGEND

75.0  MIL
Year 1



EXAMPLE OF CASH FLOW PROJECT FINANCING MODEL 

Millions Assumption Project expenditures occur equally over a two year BUDGET
completion cycle

PROJECT OBLIGATIONS

EXPENSES

YEAR 1 YEAR 2
300.0 MIL 

New Project 
300 Obligations

250
225.0 MIL 225.0 MIL
Budget Expenses

200

150.0 MIL 
150.0 MIL Project 

150 Budget Obligations

100

Expenses

50

0
YEAR 1 YEAR 2

LEGEND

150.0  
MIL

 

75.0  MIL
Year 1 75.0  MIL

Year 1

150.0  MIL
New  

Budget

75.0  MIL
Year 1



EXAMPLE OF CASH FLOW PROJECT FINANCING MODEL 

Millions Assumption Project expenditures occur equally over a two year BUDGET
completion cycle

PROJECT OBLIGATIONS

EXPENSES

YEAR 1 YEAR 2 YEAR 3
300.0 MIL 
Project 

300 Obligations

250
225.0 MIL
Budget Expenses

200

150.0 MIL NO
150.0 MIL Project 150.0 MIL Project

150 Budget Obligations Budget Obligations Expenses

100

Expenses

50

0
YEAR 1 YEAR 2 YEAR 3

LEGEND

150.0 
MIL

Y  2

150.0  
MIL

 

75.0  MIL
Year 1 75.0  MIL

Year 1

150.0  MIL
New  

Budget

75.0  MIL
Year 1

150.0  
MIL

New  



The Division of Program 
Management prepares 
the project authorization 
document (TC10) and 
prints the unsigned TC10 
to route for approval 
signatures. 



The Division of Program Management routes the unsigned 
TC10 and “Cash Management Balance” sheet through the 
Preauthorization Review Team (Pre-ART) Committee for their 
review and recommendation to the Authorization Review Team 
(ART) Committee for funding approval signatures.



Upon receiving the 
approved signed TC10,  
if the TC10 is for 
federal funding, the 
Division of Program 
Management then 
begins the process to 
prepare the federal 
funding programming 
document (PR1) to be 
submitted to FHWA. 



Please keep in mind that the federal PR1 document approved 
and signed by FHWA serves as the project agreement between 
KYTC and FHWA that the corresponding project phase 
activities are eligible for reimbursement of federal funds in 
accordance with federal funding regulations. 

The FHWA approval date is the beginning date that project 
expenditures are eligible for reimbursement, and any project 
expenditures occurring prior to the approval date on the PR1 
are not eligible for reimbursement of federal funds.



Questions?



Federal-aid 
Highway Program 
“Funding Terms”



“Authorization Act” is the Congressional legislation that establishes or continues 
Federal programs or agencies and establishes an upper limit on the amount of funds 
for the program(s).  The current Transportation Act, MAP-21 is for the federal-aid 
highway program. 

“Appropriations Act” is the Congressional legislation that makes federal-aid 
highway funds available for expenditure with specific limitations as to the amount, 
purpose, and duration.  For the federal-aid highway program, the appropriations act 
specifies amounts of funds that Congress will make available for the fiscal year to 
liquate obligations.

“Apportionments” distribution of federal-aid highway funds using formula provided 
in the Transportation Act and the distribution of funds is called apportionments.  

“Allocations” are the distribution of federal-aid highway funds through allocations 
as earmarked within the Transportation Act as defined by Congress (High Priority 
Projects), Equity Bonus, Appalachian Development Highway System (APD), and 
yearly Discretionary funding allocations earmarked by Congress or FHWA.

“Project Agreement” is the federal-aid highway programming document (PR-1) 
outlining the location of the project, the phase of the project, the project scope, type 
of work, type and amount of federal funds, and state matching funds, which is signed 
by KYTC and FHWA.  The FHWA approval date is the official date that state 
expenditures are eligible for reimbursement with federal funds.



“Obligation” is the term used for the federal government’s legal commitment 
(promise) to reimburse the state for the federal share of a project’s eligible costs.

“Obligation Authority” is the total amount of federal-aid highway funds that may be 
obligated in a given fiscal year.  

“Obligation Limitation” is a restriction or ceiling on the amount of federal-aid 
highway funds that may be obligated during a specified time period.  

The obligation authority or obligation limitation does not change the distribution of 
apportionments or allocations of federal funds; it controls the amount or rate at 
which the funds may be obligated.  In order to obligate federal-aid funding, you must 
have available the corresponding amount of funding apportionments/allocations and 
you must have available the corresponding amount of obligation authority. 

Normally, each year the total federal apportionments and allocations are greater 
than the obligation authority.  At the end of the federal fiscal year, the remaining 
apportionment/allocation amounts are carried forward into the next fiscal year.  
However, yearly obligation authority made available for the “Formula Funds” must 
be obligated during the fiscal year, or the state loses the remaining available 
obligation authority associated with the “Formula Funds.”  The obligation authority 
for the “Non-Formula” and “Discretionary” funding can be carried forward into the 
next fiscal year. 



“Rescissions” are when unused balances of previous apportionments or 
allocations are cancelled through legislative actions of Congress. The designated 
rescission amount reduces available funding apportionments or available funding 
allocations, and normally does not reduce obligation authority.

September 24, 2002 4510-481 $5,254,868 $320,000,000 1.64%
June 10, 2003 4510-508 $4,139,369 $250,000,000 1.66%
February 20, 2004 4510-515 $3,440,783 $207,000,000 1.66%
January 25, 2005 4510-540 $19,938,177 $1,261,277,000 1.58%
December 28, 2005 4510-578 $31,511,454 $1,999,999,000 1.58%
March 21, 2006 4510-588 $18,010,022 $1,143,000,000 1.58%
July 5, 2006 4510-606 $11,066,985 $702,362,500 1.58%
March 19, 2007 4510-643 $55,213,815 $3,471,582,000 1.59%
June 20, 2007 4510-647 $13,853,179 $871,022,000 1.59%
March 4, 2008 4510.673 $49,444,690 $3,150,000,000 1.57%
April 13, 2009 4510.707 $52,476,786 $3,150,000,000 1.67%
August 25, 2010 4510.729 $36,652,357 $2,200,000,000 1.67%
June 30, 2011 4510.735 $41,397,498 $2,500,000,000 1.66%
TOTAL $342,399,983 $21,226,242,500 1.61%



“End of Year Redistribution of Additional Obligation Authority”

In late July or early August of each year, FHWA submits an official notice to each 
state requesting the state to prepare a request for “End of Year Redistribution of 
Additional Obligation Authority” for federal-aid highway “Formula Funding.”  

However, before you can request additional obligation authority, first you must prove 
that you can use the current remaining obligation authority.  

Second you must prove that you have projects available so you can obligate the 
federal funds before the end of the federal fiscal year (October 1).  

And, third you must have available funding apportionments within the category of 
“Formula Funds” that you want to obligate, if provided additional obligation 
authority through the redistribution of additional obligation authority process.



End of Fiscal Year Redistribution of Obligation Authority
FY 2002 thru FY 2011

FISCAL YEAR
ADDITIONAL OBLIGATION 

AUTHORITY RECEIVED

KENTUCKY
PERCENT OF 

TOTAL
TOTAL ADDITIONAL OBLIGATION 

AUTHORITY AVAILABLE NATIONWIDE

2011 22,877,247 1.93% 1,182,665,012 

2010 22,426,299 1.68% 1,336,569,692 

2009 16,988,869 1.65% 1,028,541,567 

2008 18,345,981 1.57% 1,167,254,399 

2007 19,029,829 1.56% 1,223,675,007 

2006 33,905,399 1.63% 2,076,788,143 

2005 17,434,289 1.49% 1,167,701,604 

2004 14,032,625 1.44% 973,838,857 

2003 6,471,721 1.50% 432,391,111 

2002 7,584,664 1.53% 495,383,586 

TOTALS 179,096,923 1.62% 11,084,808,978 



Often times you will hear us refer to programming the federal funds as 
“Advance Construction (AC).”

The federal “Advance Construction” process provides states the ability to 
request and receive approval from FHWA to conduct designated project 
activities in advance of having to use current apportionments and 
obligation authority of federal-aid highway funds, and that expenditures 
associated with the designated project activities will be eligible for federal 
reimbursement when the advance construction amount is converted using 
available apportionment and obligation authority of federal-aid funds.

“Advance Construction” is like using the state’s federal-aid funding credit 
card, and project expenditures will be paid with state funds and 
reimbursement of expenditures will not be requested until federal-aid 
funding apportionments and obligation authority is available to convert the 
advance construction amount.



KYTC submits a weekly federal billing to FHWA requesting 
reimbursement of federal funds, and the turn-around time to 
receive reimbursement runs 6 to 10 days. 



Questions?



THANK YOU.



National Highway Performance Program (NHPP)

 Consolidation of IM, NHS, On-system 
Bridge

 Projects must be on NHS (or benefit 
the NHS)

 Asset Management
– Risk-based, Performance-based Asset 

Management Plan
– Minimum pavement and bridge 

conditions

56



Surface Transportation Program (STP)

 STP program continued
 No longer source of enhancement set-

aside
 Now source of off-system bridge set-

aside
 Sub-allocation requirements remain

– 50% of STP apportionment

57



Transportation Alternatives (TA)
 Combination of TE, SRTS, Rec Trails
 Funding from 2% set-aside from all 

highway programs
 Significant reduction in overall 

funding
 50% of funds sub-allocated based on 

population
 All funds awarded through 

competitive grant process
 Rec Trails opt-out option

58










