
How is the New Jail going to be paid for?
When the  proposal  for  the  .01% Corrections  Sales  tax  was  brought  forward  to  the 
citizens of Whatcom County in 2004, it was anticipate that the tax money generated from 
the tax would provide sufficient revenue to do the following:

• Build and operate the Interim Work Center until the new jail could be build
• Build a fund over an 8-10 year period of time that would be sufficiently large to 

pay the bond payments on the new jail and purchase the land for the facility.

That has not occurred.  The Interim Work Center was constructed and opened in late 
2006 at a cost of $8 million dollars.  Construction costs were paid for by a combination of 
Corrections Sales tax funds, Rural Sales Tax funds and an intergovernmental loan from 
the Rural Sales Tax fund that will be paid back by the end of 2013.

The Work Center operating expenses of approximately $1.6 million dollars are paid for 
out of the Corrections Sales Tax fund, as planned.

In  the  intervening  years,  there  have  been  some  dramatic  changes  in  the  financial 
situation. Many were tied to the deep recession we have been experiencing over the 
past several years, and have affected the ability of the County to maintain and grow a 
building fund.  These were:

• Jail Housing credits:    As part of the effort to construct the new Work Center, the 
County Council entered into a financial agreement with all of the Municipalities. 
In exchange for use of some dedicated city funds which could only be used for 
capital  projects,  the County granted each Municipality an annual Jail  Housing 
Credit, to be used against the anticipated increase in the Cities jail costs, due to 
the  added  capacity.   The  amount  was  determined  by  a  combination  of  the 
amount of original contribution and a 4% annual increase.  Over the 8.25 years of 
the agreement, the County agreed to credit the cities $6,109,488 in jail housing 
costs.  

It  was anticipated at  the time the agreement was created,  that  the continued 
economic growth and resulting increase in the sales tax revenues would off-set 
the loss of jail housing revenue this created. Unfortunately, instead we entered 
into a period of  recession,  magnifying the negative impact  to the Corrections 
operating budget and Corrections Sales Tax fund.

• The reduction in revenue from the Corrections Sales Tax.    The sales tax was 
anticipated to generate approximately $3.5 million dollars a year. The fund had 
started to grow, reaching $3.4 million in 2008.  With the recession, revenues from 
this source have fallen, generating just $3.1 million in 2010.

• The reduction in interest income from the Corrections Sales Tax balance.    The 
amount of interest estimated when the sales tax was passed was 5% a year. 
Due to the recession, the amount of earned interest has fallen to approximately 
1% over the past several years, significantly reducing the interest revenue to this 
building fund.  In addition, County policy routes any interest income from this 
fund into the County General Fund, rather than the Corrections Sales Tax fund.



• The  reduction  in  County-wide  general  tax  revenues  to  the  County’s  General   
Fund, and the increased use of the Corrections Sales tax monies to fund the 
operational costs at the main jail.  While the Corrections Sales tax fund can be 
used to pay “cost  associated with  financing,  design,  acquisition,  construction, 
equipping,  operating,  maintaining,  remodeling,  repairing,  reequipping  and 
improvement of jail facilities”, it was not anticipated that this fund would be used 
to support the operations at the main jail.

As the recession deepened, and the County General Fund became more and 
more depleted, the County Executive and County Council elected to freeze the 
General Fund support of the main jail  at  2006 levels,  and pull  all  expenditure 
increases from the Corrections Sales Tax Fund.  This has meant that the net 
annual cost to the Corrections Sales tax fund has increased significantly, from 
$1.9 million in 2007 to $3.02 million in 2009.  At the same time, the funds from 
the General Fund to support the jail fell from $6.1 million in 2007 to $5 million in 
2009.    

• Real Estate Excise Tax (REET):  This is also seen as a funding source for the 
new jail,  and has also been significantly impacted by the recession.   Original 
estimates were an annual revenue to this fund of $2.5 million.  Revenues have 
now dropped to approximately $1 million during the past several years.

An  additional  issue  facing  the  County  was  a  change  in  Washington  State  Law 
subsequent to the passage of the Corrections Sales tax.  In 2004, the County was able 
to access funds available under the Rural Sales Tax Fund.  The law has since change, 
and utilizing this funding source for a Corrections Facility is no longer allowed.  This 
created a lost of approximately $6-7 million dollars.

Funding Sources Outlook:  There are some positive funding considerations.

• Equity:    Currently,  the  County  has  approximately  $9  million  in  equity  in  the 
Interim Work Center.   Part  of  the  funding  plan  has  always  been  to  sell  the 
building for conversion for light industrial use once the new jail is built.

• Reserves:    Despite the slow economy, the County does have approximately $3.5 
million in the Jail Fund Reserve.

• End of City repayment  :  The jail housing credits will end in 2014, returning those 
revenue amounts to the County.

• Debt Payment on Courthouse remodel:    In 2012, the debt service on the remodel 
of the County Courthouse will be completed, eliminating payments of $1.3 million 
a year out of the General Fund.

• Economic  Recovery:    We  are  finally  starting  to  see  the  beginnings  of  an 
economic recovery, which will  translate to increased revenues.  At this time, it 
isn’t  possible  to  come up with  a firm idea  on how rapidly  the  economy and 
revenues will recover.




