
SPECIAL PURPOSE DISTRICTS, TAXING DISTRICTS, AND ALL THAT JAZZ 
 
A special purpose district is a governmental entity which can be created to meet 
a particular local community need.  In our case, we are looking at types of special 
purpose districts that could be created to fund operating and/or capital costs of 
the Lummi Island ferry.   
 
Washington state statutes provide for the creation of, and the powers of, many 
different kinds of special purpose districts.  The statutes also describe how each 
special purpose district can raise funds, usually by levying a real property tax or 
by issuing bonds and using property taxes or special assessments to pay them 
off.  Under the Washington Constitution, the combination of all taxes levied on 
real property may not in any year exceed 1% of the value of the property; 
however, a “taxing district” (which is one kind of special purpose district) may 
exceed this limit if the voters approve.   “Voters” means the registered voters 
residing within the boundaries of the special purpose district. 
 
The difference between an “ad valorem” real property tax and a special 
assessment is that the property tax is based on the assessed value of the 
property whereas a special assessment is calculated separately for each parcel 
of property based on the benefit it gets from the improvement in question.  A 
special assessment can also be deemed to benefit all properties in a special 
purpose district equally and be assessed equally to all properties.   
 
Out of the bewildering mass of these kinds of taxing statutes and special purpose 
districts, there are several that seem worth discussing in our situation.  
 
County Ferry Districts 
 
The most obvious choice for our special purpose district would appear to be the 
county ferry district.  This is the type of district that Whatcom County is 
considering for the Lummi Island ferry. 
 
A County Council can create a county ferry district in all or part of the area of the 
county by adopting an ordinance after holding a public hearing and making a 
finding that creating the ferry district is in the public interest.  The governing body 
of a county ferry district consists of the members of the County Council, with no 
provision in the statute for any actual control by residents of the district. 
 
For legal purposes, a county ferry district is considered to be a “municipal 
corporation” (like a city or town), an independent taxing “authority,” and a “taxing 
district.” It is also considered to be a corporation, with all of a corporation’s 
powers, such as the authority to hire employees and services, to enter into 
contracts, and to sue and be sued. 
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A ferry district may construct, buy, operate and maintain passenger-only ferries 
or wharves at any unfordable stream, lake, estuary or bay within or bordering the 
ferry district, together with all necessary boats, grounds, roads, approaches and 
landings.   
 
To carry out these purposes, the Council can levy an ad valorem tax on all 
taxable property located in the district of up to 75 cents per thousand dollars of 
assessed value. This tax may only be used for: providing ferry services, including 
purchase, lease or rental of ferry vessel and dock facilities; the operation, 
maintenance and improvement of ferries and docks; providing shuttle services 
between the ferry terminal and passenger parking facilities and other landside 
improvements directly related to the provision of passenger-only ferry service; 
and related personnel costs.  No voter approval is required. 
 
A county ferry district may also issue general obligation bonds to finance the 
construction, purchase and preservation of passenger-only ferries and terminals 
and retire the bonds in whole or part from revenues from the tax levy.  To do so, 
the County must indicate in the ordinance creating the ferry district the maximum 
amount of indebtedness it contemplates incurring. 
 
Finally, a county ferry district may also impose “excess levies” on real property 
(exceeding the 1% of property value limitation in the Washington Constitution) 
within the district for one year, to be used for operating or capital purposes, IF the 
registered voters residing within the boundaries of the district approve the 
proposed excess levy.  Under the Washington Constitution, such a vote must 
pass by a super-majority. 
 
BUT . . .  here’s where the problem comes in with county ferry districts.  As the 
underlined phrases above show, the statutes seem to authorize county ferry 
districts only to buy, operate and maintain “passenger-only” ferries.   
 
The statutes covering county ferry districts have been amended over the years.  
Before 1994, ferry districts could operate any type of ferry – they weren’t limited 
to “passenger-only” ferries.  In 1994, those statutes were repealed, and in 2003 
the legislature enacted new statutes which limited county ferry districts to dealing 
with “passenger-only” ferries.   
 
In 2006, the legislature amended one of the relevant statues to eliminate the 
“passenger-only” ferry restriction.  However, somewhat confusingly, in 2007 the 
legislature, added another subsection to the same statute that specifically 
includes the “passenger-only” restriction.  More significantly, also in 2007 the 
legislature added the section which allows county ferry districts to incur 
indebtedness and issue bonds “to finance the construction, purchase, and 
preservation of passenger-only ferries and associated terminals and retire the 
indebtedness in whole or in part from the revenues received from the tax levy . . 
.”   Notably, this newest section is limited to “passenger-only” ferries. 
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(I raised these questions with Dan Gibson and, via Barbara Brenner, with Frank 
Abart.  Initially, Dan took the position that the 2006 amendment took care of the 
problem.  After I raised the question about the later 2007 amendments, by way of 
an email to Barbara Brenner, a long time passed with no response.  Finally 
Barbara Brenner and I got the following response from Frank Abart: 
 

“. . . [I]t is my understanding that the County is recommending changes in 
the language of the RCW that would provide a clearer answer to the questions 
being posed.  The assumption that a change should be made if people, in 
general, are interpreting the current language to be other than what the intent 
was with the RCW.  [sic] 
 Regardless of any language changes, the bottom line is that we feel 
comfortable in pursuing the intent of the legislation if, in fact, the County Council 
decides to move in that direction.  Thanks for your patience.”  
 
My interpretation of this response is that the County now recognizes that current 
law does not authorize a ferry taxing district to issue bonds to fund a car ferry, 
but only a “passenger-only” ferry.  The County apparently believes that the 
legislature did not intend this restriction, which may or may not be so.  So it 
appears that the County is pursuing a change in the statutory language with the 
legislature, while at the same time planning to proceed as if the statutory change 
has already been made.  
 
My concern about this is that if the County creates a county ferry district and 
levies a tax, that action could be challenged, probably successfully, by anyone 
who doesn’t want to pay the tax.  So … what was meant to be a solution to our 
present financial problem could just end up being a long court battle that the 
County might very well lose.  This is something that we should consult with our 
attorneys about.) 
 
Regional Transportation Investment Districts 
 
A regional transportation investment district can be created by a County Council 
after a vote of the people to implement a regional transportation investment plan 
to develop, construct and finance a transportation project.   
 
This type of special purpose district is probably not useful to us for several 
reasons.  First, it is meant to fund transportation projects that include, among 
other things, capital improvements to all or part of a county road if that project is 
included in a plan that ultimately adds capacity to, or reduces congestion on, a 
highway of statewide significance.  It doesn’t seem that making capital 
improvements to, say, a ferry dock that might be considered to be part of a 
county road could be considered to in any way affect a highway of statewide 
significance.   
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Second, the plan has to be approved by vote of the whole county.  Third, the 
statute mainly applies to Seattle and the surrounding area.  The only provisions 
applicable to counties outside the Seattle area allow for state grants of up to 
$200,000 to study and develop regional transportation models.  Therefore, a 
regional transportation investment district doesn’t seem like the way to go. 
 
County Public Transportation Authority and Public Transportation Benefit 
Areas 
 
Every county can create a county transportation authority, which includes all 
territory within the county, to perform the function of public transportation.  For 
purposes of this statute, “public transportation function” means the transportation 
of passengers and their incidental baggage, together with necessary passenger 
terminals and parking facilities or other properties necessary for passenger and 
vehicular access to and from such people-moving systems. 
 
Oops – here’s another one that appears to be “passenger-only” (no cars).  The 
statute also authorizes a county to form an unincorporated transportation benefit 
area within an unincorporated area of the county, but this too would be limited to 
the definition of “public transportation function” above (passengers and baggage 
– no cars).  
 
There is another chapter in the Washington statutes which authorizes counties to 
create “public transportation benefit areas.”  However, this type of special 
purpose district also has a definition of “public transportation service” that 
appears to limit its authority to transportation of packages, passengers and their 
incidental baggage. 
 
Road and Bridge Service Districts. 
 
These statutes authorize a County Council to establish one or more service 
districts within the county for the purpose of providing and funding capital and 
maintenance costs for any bridge or road improvement.  Such a district would 
legally be considered the same type of entity described in the section about 
county ferry districts above. The real question about this kind of district is 
whether buying and maintaining a ferry and its docks could be construed as a 
“bridge or road improvement.”  I don’t know the answer to that question. 
 
Like a county ferry district, a road and bridge service district is created by County 
ordinance or resolution after notice (specifying the functions or activities 
proposed to be provided or funded by the service district) and a hearing.  
Formation of a road and bridge service district can be blocked by a sworn 
declaration of termination signed by a majority of registered voters residing in the 
proposed service district.  Once it is established, a road and bridge service 
district may levy an ad valorem property tax on property in the district for a one-
year period (if authorized by the voters of the district).  The district may also issue 
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general obligation bonds for capital purposes and levy an ad valorem property 
tax to retire those bonds, but only if approved by the voters of the district. 
 
Probably the best thing about a road and bridge service district (assuming that it 
covers financing of car ferries and docks) is that it is governed by three 
Commissioners who are residents of the district.  The Commissioners are 
appointed by the County Executive, subject to confirmation by the County 
Council.  A County Councilmember may not be a commissioner unless the 
boundaries of the service district are included in or the same as the boundaries 
of his/her Council district.   
 
Transportation Benefit Districts and Local Improvement Districts 
 
OK, enough bad news.  Let’s hear about something that DOES apply to car 
ferries (or, at least, COULD apply to car ferries).  A county government can 
create a transportation benefit district (TBD) for the purpose of acquiring, 
constructing, improving, providing, funding, operating, preserving and 
maintaining transportation improvements within the district.  A “transportation 
improvement project” can include investment in new or existing highways, arterial 
roads, high capacity transportation, public transportation, and other 
transportation projects of regional or statewide significance.  
 
The question here is whether a car ferry can be considered a “transportation 
improvement project” under that definition.  The TBD statutes only refer 
specifically to ferries in a section about the TBD’s power to impose vehicle fees 
to raise funds.  That statute says that a vehicle fee for a passenger-only ferry 
improvement may only be imposed if it has been approved by the voters. The 
fact that ferries are mentioned at all is a good indication that ferries in general are 
included in the concept of “transportation improvement.”  The mention of 
passenger-only ferries in regard to one small provision shouldn’t mean that car 
ferries are excluded generally.   
 
HOWEVER, any transportation improvement to be funded by a TBD must be 
contained in an existing state, regional or local transportation plan that is 
necessitated by existing or reasonable foreseeable congestion levels;  so, for the 
County to form a TBD for the purpose of funding the Lummi Island ferry and/or its 
docks, the ferry should be included in some Washington State or Whatcom 
County regional transportation plan (this needs further investigation). 
 
A TBD is created by County ordinance after a public hearing is held on at least 
10 days’ notice.  It is governed by the County Council, acting independently as 
the TBD governing body.  It can be less than countywide in size.  The ordinance 
creating the TBD must include a finding that its creation is in the public interest, 
describe the boundaries of the TBD, describe the transportation improvement(s) 
proposed by the TBD, and describe the proposed taxes, fees or charges the TBD 
will impose to raise revenues.   
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A TBD can use several different funding mechanisms, including property taxes, 
up to a .2% sales and use tax, up to an annual $100 vehicle fee for vehicles 
registered in the TBD, or vehicle tolls.  If the TBD will raise revenue by any of 
these methods, it must first be approved by the voters of the TBD (registered 
voters residing within the district).  Most relevant to us, the TBD can levy an ad 
valorem (based on the value) property tax in excess of the 1% per year limit on 
property within the district for a one year period, if authorized by a majority of the 
voters of the district at a general or special election.  It can also issue general 
obligation bonds for capital purposes only and levy bond retirement ad valorem 
property taxes, if the voters agree. A TBD may also issue revenue bonds.    
 
A TBD can levy an annual vehicle fee of up to $20 per vehicle registered in the 
TBD without a vote.  (This is the one, referred to earlier, that can’t be used for a 
passenger-only ferry, so it’s use for a car ferry might be questionable also.)  
 
There are at least two TBDs in Whatcom County.  One is the TBD formed this 
year by the City of Bellingham in response to the cutback in bus service by the 
Whatcom Transit Authority.  At the recent election, the voters of the Bellingham 
TBD voted a .2% (2/10 of 1%) sales tax increase to fund specific projects, 
including increased bus service. There is also a Point Roberts TBD, where the 
voters approved a 1 cent per gallon gasoline tax in 1992 to fund construction and 
maintenance of Point Roberts roads. 
 
A TBD may also form its own local improvement district (LID), which is a special 
assessment district formed to help benefiting properties finance, in whole or in 
part, needed capital improvements.  These capital improvements may include, 
among other things, “any . . . means of local transportation except taxis” as well 
as related facilities and properties plus all necessary lands, rights-of-way, 
property, equipment and accessories.    
 
An LID may order a local improvement to be constructed, reconstructed, repaired 
or renewed and may levy and collect special assessments on property specially 
benefited by the improvement to pay all or any part of the expense.  An LID may 
impose special assessments on all property specially benefited by the 
transportation improvements (which would probably be all property on the 
Island), and issue special assessment bonds or revenue bonds to fund the costs 
of the transportation improvement.  Assessment rates can be calculated on the 
basis of the special benefit of the improvements as a whole to properties within 
the entire LID or on the basis of the benefit to each property specially benefited. 
 
An LID may be initiated only by petition. The petition must be signed by owners 
of property constituting a majority of the area within the proposed LID.  The 
petition in general must describe the nature of the proposed improvement, the 
territorial extent of the improvement, and what proportion of the area within the 
proposed LID is owned by petitioners.  If written objections to the ordinance are 
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filed by owners of the majority of the area of the proposed LID before its 
passage, it must pass by at least a 2/3 majority of the Council.  The County 
Council may deny the petition by majority vote. 
 
Costs and expenses associated with creating the LID and determining individual 
assessments can be added to the special assessment for each property or can 
be paid for by other County funds.  There is a complicated method of determining 
the amount of the assessment for each property, based on its distance from the 
proposed improvement.  In our case, however, since every property on the Island 
requires use of the ferry, it would seem that a uniform assessment could be 
applied. The statutes authorize the County to use any method for computing 
assessments which fairly reflects special benefits to properties being assessed.  
Property owners have the right to appeal their individual assessments. 
 
If federal, local or state funds become available for the local improvement after 
the assessment roll has been confirmed, those funds may be used to lower the 
assessments on a “uniform basis.” 
 
The Council may also provide by ordinance for payment of all or any part of the 
cost and expense of any local improvement by bonds issued by the LID. 
 
Port Districts 
 
A port district has the authority to acquire, construct, maintain, operate, develop 
and regulate, among other things, harbor improvements and motor vehicle 
transfer and terminal facilities.  Whatcom County already has a countywide port 
district – the Port of Bellingham.  
 
A port district may fix, without right of appeal, rates of dockage and charges of 
ferries it operates.  It may enter into any contract for dockage or port or terminal 
charges with the U.S. or the State of Washington or any of its political 
subdivisions.  It may acquire by purchase or condemnation all lands, property, 
property rights, leases or easements necessary for its purposes and levy and 
collect assessments on property for payment of all compensation in carrying out 
its purposes.  
 
A port district may acquire, lease, construct, purchase, maintain and operate 
passenger carrying vessels on Puget Sound under terms, conditions and rates to 
be fixed and approved by the port commission. 
 
A port district may raise revenue by levy of an annual tax of up to 45 cents per 
thousand dollars of assessed value against the taxable property within the port 
district for general port purposes, including establishment of a capital 
improvement fund for future capital improvements.  It may also contract 
indebtedness or borrow money for district purposes and issue general obligation 
bonds not exceeding an amount, together with any existing indebtedness of the 
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district not authorized by the voters, of 1/4 of 1% of the value of the taxable 
property in the district.  There are a few variations on how the district can do this.  
Voter approval is generally required.   
 
A port district is another type of governmental entity that may establish a local 
improvement district (LID, as discussed above).  It may levy special 
assessments, in annual installments extending over up to 10 years, on all 
property specially benefited by the local improvements to pay all or part of the 
costs of the local improvement, and issue local improvement bonds to be paid 
from the assessments. 
 
As you can see, the whole area of special purpose districts is pretty complicated.  
This article should not be taken as legal advice -- we should involve our lawyers 
in any decision about which type of district would work best for our purposes.   
  
 
 
 
 
 


