CENTER FOR INNOVATIVE FINANCE SUPPORT

QUICK FACTS
Special assessments are compulsory levies
against property owners to finance specified
public improvements.
Special assessments can only be used
to fund local improvements which
provide benefits within the designated
assessment zone.
The special assessment is only charged
to those properties that receive a “special
benefit” from the improvement.
The amount of the charge bears a direct
relationship to the value of the benefits
the property receives.
Special assessments are fees, not taxes.
As a result, some jurisdictions use
special assessments to finance needed
improvements if they have reached caps
on tax levels and need additional funding.

VALUE CAPTURE
Special Assessments: An Introduction
Special assessments are a form of value capture.
They involve assessing incremental property taxes on
land and buildings deriving direct benefits as a result of
a transportation improvement. The tax levied typically
represents a portion of the estimated benefit to the
properties located with a designated zone in close
proximity to the improvement. Special assessments –
also known as benefit assessments or special taxes –
are one of the most prominent forms of value capture in
the United States. Legally, special assessments are a form
of remuneration that a public agency may require from
property owners to provide revenue to fund a public project
which creates benefits for properties within a designated
assessment district. In addition to transportation
improvements, special assessments may also be used in
other sectors, including water and waste water.

APPROVALS
Special assessments are authorized in all 50 States either
under explicit enabling legislation or by State constitutional
provisions. In addition, the establishment of special assessment districts requires some type
of landowner or voter approval.

HOW SPECIAL ASSESSMENTS WORK
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Property owners within the district are assessed a portion of the benefit accruing to their property
as a result of the improvement. The special benefit can be determined in a variety of ways ranging
from the anticipated increase in property value; the size of a property owner’s frontage or acreage;
or the proximity of the property to an improvement. Property owners either pay the assessment
immediately, or allow a lien to be placed on their property and repay the assessment over a
prescribed timeframe, typically ten or twenty years. Most often, the special assessment is
collected at concurrently with owners’ property tax payments.

SPECIAL ASSESSMENTS AND TRANSPORTATION IMPROVEMENTS
The major limitation on the use of special assessments is that they must finance improvements
that provide local benefits within the assessment zone. They cannot be used to fund improvements
that benefit the larger community. This poses challenges when using special districts to finance
transportation improvements because the transportation system is an open system, making it
difficult to establish a district that includes all those who benefit from a road or rail line, while
excluding those who do not. For this reason, special assessments are more likely to be used on
closed systems, such as water and sewer improvements.
Special assessment districts for transportation improvements are often larger than those for other
kinds of improvements, because the benefits of transportation projects typically accrue across a
broader geographical base. Many States have passed new enabling legislation that allows special
districts to be used to finance a broader range of facilities than in the past. These districts are
known by such names as improvement districts, road districts, metropolitan districts, and building
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authorities. In most cases, the districts serve the same general purpose as the traditional special
assessment district, but they often are not limited to the use of assessments on property, and may
also levy footage charges or acreage fees.

SOUTH LAKE UNION STREETCAR PROJECT
SEATTLE, WASHINGTON
The South Lake Union (SLU) Streetcar project is a 2.6-mile streetcar line connecting the South Lake
Union neighborhood with Downtown Seattle, Washington. The project includes three rail cars, the
installation of tracks, signals, 11 stops, and construction of a maintenance facility. The SLU Streetcar
garnered strong political and financial support from local businesses and property owners who
agreed to establish a special property tax levy through the formation of a local improvement district
that funded approximately 47 percent ($25 million) of the $53.5 million project cost. The improvement
district was approved by 98 percent of district property owners. Property tax rates ranged from
8 percent for parcels located directly near the alignment to 1 percent for parcels located along the
outer boundary of the LID. Service on the SLU Streetcar began in 2007.

ROUTE 28 HIGHWAY TRANSPORTATION IMPROVEMENT DISTRICT
NORTHERN VIRGINIA
In 1987, the Virginia General Assembly gave localities the ability to create special tax districts to
finance transportation improvements. The same year, property owners along the Route 28 corridor in
Fairfax and Loudon counties agreed to form the Route 28 Transportation Improvement District, a first
of its kind in the Commonwealth. The two counties enacted a special levy of $0.20 per $100 valuation
on all commercial and industrial property inside the 10,204 acre district along the Route 28 corridor.
Bonds were issued in 1988 to fund construction, serviced by the special district’s tax revenue, and
guaranteed by the Commonwealth. Phase 1, which included widening to six lanes along the Route
28 corridor and three major interchanges, was completed in 1991.
In 2002, Clark Construction Group and its subsidiary, Shirley Contracting Company LLC, joined in
a Public-Private Partnership (P3) with VDOT to replace six at-grade signalized intersections with
grade-separated interchanges, with ultimate plans for the construction of ten total interchanges and
the widening the 14-mile corridor to eight lanes. In 2006, following the completion of six interchanges,
VDOT awarded the Clark/Shirley Team a contract to construct four interchanges, which were
completed by the end of 2009. Six additional interchange and roadway improvements have since
been awarded and are anticipated to be complete by 2016.

PROGRAM AREAS OF THE
CENTER FOR INNOVATIVE
FINANCE SUPPORT
The Center for Innovative Finance Support
provides a one-stop source for expertise, guidance,
research, decision tools, and publications
on program delivery innovations. Our Web
page, workshops, and other resources help
transportation professionals deliver innovation.

PUBLIC—PRIVATE PARTNERSHIPS

The Center for Innovative Finance Support’s P3
program focuses on the potential of design–
build–operate–finance–maintain (DBFOM)
concessions funded through tolls or availability
payments to reduce project cost, improve
quality outcomes, and provide additional
financing options.

ALTERNATIVE PROJECT DELIVERY

The Center for Innovative Finance Support’s
Alternative Project Delivery Program provides
information on contractual arrangements
that allow for greater private participation in
infrastructure development by transferring risk
and responsibility from public project sponsors
to private sector engineers, contractors, and
investors.

PROJECT FINANCE

The Center for Innovative Finance Support’s project
finance program focuses on alternative financing,
including state infrastructure banks (SIBs), grant
anticipation revenue vehicles (GARVEEs), and
Build America Bonds (BABs).

TOLLING AND PRICING
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The Center for Innovative Finance Support’s
Federal tolling and pricing program focuses on
the use of tolling and other road user charges as
a revenue source to fund highway improvements
and the use of variably priced tolls as a tool to
manage congestion.

VALUE CAPTURE

The Center for Innovative Finance Support’s
Value Capture Strategies explores strategies for
tapping into the added value the transportation
improvements bring to nearby properties as
a means to provide new funding for surface
transportation improvements.
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