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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   

 



Addendum to Budget Message 
Page 2 of 14 

Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 



Addendum to Budget Message 
Page 14 of 14 

 
       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 



Addendum to Budget Message 
Page 4 of 14 

collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  



Addendum to Budget Message 
Page 10 of 14 

The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 



Addendum to Budget Message 
Page 11 of 14 

for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  



Addendum to Budget Message 
Page 12 of 14 

The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   

 



Addendum to Budget Message 
Page 2 of 14 

Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 



Addendum to Budget Message 
Page 8 of 14 

to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  



Addendum to Budget Message 
Page 12 of 14 

The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  



Addendum to Budget Message 
Page 10 of 14 

The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  



Addendum to Budget Message 
Page 13 of 14 

Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
  
 
 
 



Addendum to Budget Message 
Page 1 of 14 

    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 
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collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
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Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 
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for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  
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Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
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    COUNTY MANAGER’S OFFICE 

 

 

MEMORANDUM 
 

To:   Budget Committee   

    

From:   Duane Cole, County Manager 
 

Date:   April 2012 

 

Subject:  Room Tax Revenues Dedicated to Emergency Preparedness  
 

 

Summary  
 
The Memorandum addresses the following issue: an analysis to present to the Board and 

Budget Committee of the geographic source of this revenue and conduct an evaluation on 

whether these funds should be used to pay for emergency preparedness in specific areas in 

the County.  The information presented in this Memorandum can be summarized as follows: 
 

• The Arch Cape area generates 84% of the County Room Tax revenue with average 
revenue of about $140,000 per year over the last 3 years.  Shifting this revenue to other 
uses would require reducing the budget in other areas. 

• The Arch Cape area receives some extraordinary or additional services from the County 
in the amount of about $16,500 per year.  It costs about $14,100 per year to bill and 
collect the Room Tax.  The total of extraordinary and administration is about $30,600.   

• Emergency service identified four initial projects that cost a total of $141,050 in Arch 
Cape.  These projects would require on-going maintenance to be provided by the County.  
Emergency Services and the Room Tax funds could be used for on-going support. 

• It is legal to redirect these funds as out-lined in this Memorandum, but this may require 
Board action.     

• Reductions are difficult to quantify, but $140,000 equals about 2 full time positions.  An 
incremental reduction of Room Tax as a discretionary revenue could be considered.   

• Staff is careful to provide services to the whole County and discussing the assignment of 
specific funds to each Board District may create service delivery issues. 

• The assignment of the Room Tax as a discretionary revenue can be changed by the 
Board.  Long Term Financial Plan categorization of the Room Tax as a discretionary 
revenue can be reconsidered by the Board.   

• Incorporation is an option for Arch Cape.  Preliminarily, and assuming the difficult 
process and politics could be resolved, incorporation of the community would generate 
funds that could increase services for an urban area of the County.   
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Based on this information the Board has several policy choices regarding the use of the 
discretionary Room Tax revenue.   
 

• Allocate the Room Tax collected in Arch Cape to that area for services including 
emergency preparedness.  This would have serious implications for the budget and 
require additional adjustments likely including lay-offs or at least reassignment of current 
staff to specific duties related to Arch Cape. 

 

• Allocate the Room Tax collected in Arch Cape to that area over the coming 4 or 5 years.  
This would ease the shock to the County budget and provide time for the loss in revenue 
to be absorbed by the larger corporation. 

 

• Do nothing at this time with the Room Tax. 
 

• Determine that incorporation would be a better outcome for Arch Cape and begin 
working with the community to see that a new City is formed in the County.  This would 
provide funds for Arch Cape services as the next Oregon City.  This might be coupled 
with the slow dedication of room tax funds over time to provide funds to assist with 
incorporation.   
 

• Determine whether the categorization of Room Taxes in the Long Range Financial Plan 
is correct and decide whether they should be moved from discretionary funds to 
nondiscretionary funds.  Once this decision is completed the County staff could build 
these funds into the budget as nondiscretionary and reduce services in some areas while 
increasing services in Arch Cape.   

 
The staff is willing to proceed based on these or other options the Board may wish to pursue.      
 

Introduction 

 
The Board of County Commissioners at their January 25, 2012 Board meeting adopted the 
following task for staff to complete and present with the annual budget.  This Memorandum 
serves to comply with the Board’s Request.   
 

XII. DISCRETIONARY RESOURCES 

 

B. Room Tax Revenues: Room tax monies are not legally dedicated to fund 

particular programs or services.  Staff shall do an analysis to present to the 

Board and Budget Committee of the geographic source of this revenue and 

conduct an evaluation on whether these funds should be used to pay for 

emergency preparedness in specific areas in the County. 
 
Room Tax revenue are considered discretionary revenues by the County.  This means that the 
revenue is placed in the General Fund to pay for services for the whole County.  The Budget 
Policies provide the following:   
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“Wherever legally possible, revenues are to be treated as discretionary resources, rather than as 
dedicated to a particular program or service.  The goal is to give the Board as much flexibility as 
possible in allocating resources to local priorities.”  
 
The Room Tax is primarily generated in the County’s jurisdiction (this Memorandum does not 
include City Room Tax revenue since those revenues belong to the cities) with 84% coming 
specifically from the Arch Cape and Falcon Cove rural residential communities.  This 
Memorandum focuses on those communities and while the Memorandum refers to Arch Cape, 
Falcon Cove is intended to be included in all respects in the references to Arch Cape. (See 
Attached Map)      
 

Room Tax Revenues  

 
Table 1 outlines the source and revenue from Arch Cape and the balance of the County.   
 

Table 1 
Room Tax Collected 

2009, 2010, 2011 
 

Quarter Arch Other Total Percent 

Ending Cape Areas Collected From Arch Cape 

3/31/2009 11,096.41 3,255.52 14,351.93 77.32% 

6/30/2009 23,787.17 4,870.11 28,657.28 83.01% 

9/30/2009 72,087.79 16,270.05 88,357.84 81.59% 

12/31/2009 19,346.94 3,400.06 22,747.00 85.05% 

Total 126,318.31 27,795.74 154,114.05 81.96% 

     
3/31/2010 15,626.90 2,574.45 18,201.35 85.86% 

6/30/2010 30,308.55 5,295.36 35,603.91 85.13% 

9/30/2010 69,951.54 15,368.07 85,319.61 81.99% 

12/31/2010 20,225.28 3,371.61 23,596.89 85.71% 

Total 136,112.27 26,609.49 162,721.76 83.65% 

     
3/31/2011 20,738.20 3,234.83 23,973.03 86.51% 

6/30/2011 30,284.08 5,083.11 35,367.19 85.63% 

9/30/2011 71,733.05 11,211.69 82,944.74 86.48% 

12/31/2011 35,815.60 3,268.56 39,084.16 91.64% 

Total 158,570.93 22,798.19 181,369.12 87.43% 

3 Year Average    140,333.84   25,734.47  166,068.31  84% 

 
 
Table 1 represents that the County collects an average over the last three years of $166,000 per 
year from all areas of the County.  The Arch Cape area provides about 84% of the funds or 
$140,000 per year with a low in 2009 of $126,000 and a high in 2011 of $159,000.  The other 
areas of the County provide about $26,000 per year.  Arch Cape provides 84% of the Room Tax 



Addendum to Budget Message 
Page 4 of 14 

collected by the County.  This revenue is generated from about 65 vacation rentals out of a total 
of 387 tax lots with residential improvements.   The vacation rentals offer space for 657 
additional residents if all spaces are filled.  The residential population in 2010 of Arch Cape, 
including Falcon Cove, was 183 residents and there are currently 144 registered voters in the 
area.  (See attached map.) 
 
In order to shift this income to other services including services specific to the Arch Cape 
community, the County would need to either increase revenues or reduce services in other areas 
of the budget.  The budget assumption included direction to consider shifting these revenues to 
emergency services for services related specifically to the areas from which the Room Tax was 
collected.     
 

Emergency Services  
 
The Emergency Services Director, Dean Perez, was tasked with providing a budget request that 
would be useful during the 2012-13 fiscal year.  The EMS team identified four project areas that 
are described as follows:   
 
Project 1: Coastal Warning Sirens.  In order to enhance warning residents and visitors to 
evacuate beach areas in the event of a distant tsunami or hazardous material event, the plan is to 
install four (4) all hazard sound and voice emergency notification systems (obtained from the 
Chemical Stockpile Emergency Preparedness Program) from the Tillamook County line to the 
Cannon Beach city limits.  The sirens would be linked into Cannon Beach’s existing warning 
siren network which is operated and maintained by the Cannon Beach Fire Department.  The 
estimated cost to permit, transport, install and program the sirens is approximately $25,750.  This 
project would take approximately 60 days complete. 
 
Project 2: Two 40 KW Diesel Generator Sets with fuel tanks.  In the event of a power outage, 
these Generator Sets would provide emergency backup power to the unincorporated areas of 
Arch Cape and Falcon Cove.  In consultation with community leaders, the generators would be 
placed near high ground assembly areas for Arch Cape and Falcon Cove residents and visitors.   
The estimated cost to purchase, permit, and enclose both Generator Sets is approximately 
$40,800.   
 
Project 3: Four (4) 40 - foot storage containers.  Similar to the City of Cannon Beach’s storage 
container program, the plan would be to pre-position four storage containers on the high ground 
assembly areas for Arch Cape and Falcon Cove residents.  In the event of a near or distant 
tsunami, residents would have access to food, water, and medical equipment that could sustain 
them for up to one week maybe longer.  One 40 foot container can hold personal emergency kits, 
blankets, food and equipment for approximately 100 people.  The estimated cost to purchase, 
permit, and drop ship four containers would be approximately $22,000. 
 
Project 4: 10 Emergency Shelter Modular Tents.  The plan is to pre-position Emergency Shelter 
Modular tents in each of the four storage containers located on the high ground assembly areas.  
In the event of a near or distant tsunami, residents and visitors would have access to temporary 
shelter.  When properly deployed, these modular tents provide extended protection from the cold, 
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wind and rain and protect against hypothermia.  The estimated cost to purchase, ship and store 
ten Emergency Shelter Modular tents is approximately $52,500.   
 
Table 2 identifies the cost of each of these projects.  The projects would provide capital assets 
that the County would need to maintain over time.  No on-going operational costs were identified 
after the first year, but staff would need to be paid for and dedicated to assure that all of the 
equipment is in proper working condition and the items in storage remain fresh and serviceable.   
 

Table 2 
Arch Cape 

Proposed Projects 2012-13 
 

1.       Coastal Warning Sirens 

·         Transportation and Installation of Power Poles  $         8,000.00  

·         Permits  $         1,500.00  

·         Installation of 4 Poles, Sirens and Programming (labor)  $       16,250.00  

         Total:    $       25,750.00  

2.        2 -40KW Generator  Sets @ $12,000 per Generator Set X 2  $       24,000.00  

·         250 Gallon Fuel Tank  $         3,600.00  

·         Enclosures  $         1,100.00  

·         Switch Gear  $         3,000.00  

·         Control Panels  $         3,600.00  

·         Permits  $         1,000.00  

·         Electrician, cable and materials, Labor  $         3,000.00  

·         Drop Shipping  $         1,500.00  

                                                                                                Total:           $       40,800.00  

3.        4- 40 foot Storage Containers @ $5,500.00 per Container X 4  $       22,000.00  

·         Price includes Drop Shipping  $                      -    

                         Total:  $       22,000.00  

4.        10 - Emergency Shelter Modular Tents  @  $5,000.00 per Tent X 10  $       50,000.00  

         Note:  Each Tent Shelters 50 people 

·         Drop Shipping  $         2,500.00  

Total:  $       52,500.00  

                                                  
Grand Total 

Cost:  $     141,050.00  

 

 
In the years to come the $140,000 could be used to pay for maintenance and supplement the 
existing items.  In addition, the community might identify additional County services or projects 
designed to assist the community.  For example, a volunteer coordinator working with residents 
may be one investment that could be useful.   
 
 

Legal Framework 
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Is there any legal impediment to changing the Clatsop County Transient Room Tax Ordinance 
No. 90-7 (as amended by Ordinance No. 04-02) to which short term rentals are subject to 
pursuant to Ordinance 03-13?   
 
The allocation of a portion of funds collected to a special fund for use in the specific geographic 
area from which the funds were derived is allowed.  This would take some detailed drafting and 
require a number of decisions by the Board, but it could be done.  There is no legal prohibition 
on doing so.   
 
The board would need to decide what the fund would be used for, with some specificity.  The 
Board would also need to decide how the funds would be applied geographically to the various 
collection points throughout the County.  While most funds are collected from the Arch Cape 
area, funds are also collected from Westport, the Elderberry Inn, and the Clatsop Plains.  The 
needs in one area may be very different from the needs in another.  There also should be some 
thought given to the precedent created in dedicating funds geographically, for other funding 
streams (this is considered elsewhere in this Memorandum). 
 
A decision like this may be impacted by ORS 320.350.  This statute (Attached to this 
Memorandum) grandfathers all room tax ordinances in existence on July 1, 2003.  Any new 
ordinances, or increases after that date, must be allocated at least 70% to tourism promotion or 
tourism-related activities.  Since an amendment to allocate the use of the funds from a specific 
geographical area back to that area is not expected to increase the tax rate, the County will not 
fall under the statutory requirements of ORS 320.350. 
 
Creation of a new fund does have costs for administration and statutory audits.  The County has 
determined, and its indirect cost allocation plan provides, that the cost to the County of managing 
each separate fund is 10% of the value of that fund.  If all room tax receipts were allocated to 
dedicated fund, the additional cost to the County would be approximately $16,600 based on the 
three year revenue average.  Once in a special fund established by ordinance, the funds could not 
be used for any other purpose without both amending the ordinance and adjusting the budget.  
 
Use of these funds for the purpose out lined the protection of property, lives and providing a 
place for residents and visitors to safely assemble pending or after a natural disaster, appears to 
be a use of Room Tax funds consistent with the law establishing the County authority to impose 
a Room Tax.   Additionally, after the investment in Arch Cape is completed Emergency Services 
could use the funds elsewhere on the Clatsop Coast to address Emergency Services projects.      
  



Addendum to Budget Message 
Page 7 of 14 

   

Reductions  
 
The reductions needed to replace the $141,050 loss in General Fund resources is difficult to 
specifically identify.  The amount equals a little more than one percent of the General Fund and 
in those terms it does not seem like a large amount.  In the limited proposed 2012-13 fiscal year 
budget however this reduction would equal about two positions including the materials and 
services to support those positions.  Rather than the shock to the budget of a reduction of this 
amount all at once, perhaps a first step would be to fund the coastal warning sirens project this 
year.  Then in the ensuing years the current years’ project and the next year’s project would be 
funded until the $141,050 is dedicated to Arch Cape.  Table 3 depicts the financial impacts of 
this scenario.   
 

Table 3 
Incremental Reduction of Room Tax 

 

Project  Year 1 Year 2 Year 3 Year 4 

Coastal Warning Sirens  $ 25,750     

2 - 40KW Generator Sets   $  40,800    

4 - 40 foot Storage    $ 22,000   

10 Emergency Shelters     $    52,500  

Total Support - Arch Cape  $ 25,750   $  66,550   $ 88,550   $  141,050  

  
 

Fairness of Services    

 
Arch Cape is a rural residential area located in Clatsop County.  The County keeps track of some 
of the services provided to the Arch Cape area since the question of County service levels in this 
particular rural residential area has been raised in the past.  The County’s policy is to provide 
equitable services to all County residents regardless of location while recognizing that certain 
locations require additional attention in the short-term.    
 
Sheriff’s Office Law Enforcement Services  
 
The areas of the County not within cities pay a law enforcement levy.  These funds are generated 
to provide rural law enforcement services.  While the General Fund Room Tax discretionary 
revenue supports the Sheriff’s Office, the majority of the support for these services comes from 
the rural law enforcement levy.  Based on a review by the County staff the Arch Cape area 
receives about $8,000 per year in services that are not provided to other areas of the County by 
the Sheriff’s Office.  
   
The Sheriff’s Office divides the County into several service zones.  Arch Cape is in Zone 3 and 
the Arch Cape area makes up a relatively small portion of the Zone 3 district (which 
encompasses from the north Seaside City Limit to the County Line on Hwy 101 and out Hwy 26 
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to Milepost 11).  Unlike other zones (even those with resident deputies) the Arch Cape area has a 
.2 Full Time Equivalent (FTE) deputy assigned to the area.  The call volume is low in the area.   
 
In order to be comparable to other areas of the County, the Sheriff’s Office would have to 
provide a deputy specifically assigned to the Westport community instead of the current practice 
of having services provided by the Zone 1 deputy who also serves all of the communities in Zone 
1 including:  Clifton/Bradwood, Knappa, Svensen, Brownsmead, Burnside and John Day.  For 
Arch Cape to be treated similar to the other communities in the county would mean they would 
only receive services from the deputy assigned to the Zone, not the additional .2 FTE deputy 
specifically assigned to their community.   
 
The Arch Cape area also receives General Fund support in the form of search and rescue, civil 
service, the jail, the work crew and mandatory investigations (i.e. child abuse, death 
investigations) no different than any other area in the county.    
 
Emergency Preparedness 

 
The focus of emergency preparedness has been along the coast due to the potential destructive 
force of a subduction zone earthquake followed by a tidal wave.  Through an interview with the 
Emergency Services Director no inordinate service levels were identified for the Arch Cape area.  
It is true that services have been more focused in the community this year than in the past, but he 
thought this was a short-term occurrence related to increased community interest.  In addition, 
there were some issues that needed to be resolved and a willingness by Cannon Beach Rural Fire 
Protection District to assist the rural area.  These short-term projects would not be considered 
extraordinary since similar services are offered anywhere in the County.  
 
Southwest Coastal Citizen Advisory Committee  
 
The County Comprehensive plan identified citizen involvement groups to represent the rural 
residential communities located in Clatsop County.  These groups were active during the 
development of the comprehensive plan and then with the planning mission accomplished, most 
are no longer active.  The Southwest Coastal Citizen Advisory Committee served as the Arch 
Cape comprehensive planning committee, but actually was formed many years ago to provide 
advice and monitor development in the Arch Cape community.  They are the only citizen 
advisory committee provided specific duties in the Land and Water Development Code that in 
general includes design review and recommendations to the Director.  The County staff’s the 
committee. 
 
Table 4 below outlines the formula used to calculate the costs of providing support for the 
Southwest Coastal Citizens Advisory Committee and code enforcement services to Arch Cape 
during the 2011-12 fiscal year.  
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Table 4 
Community Development Services 

General Planning and Code Enforcement Support 
 
 
 
 
 

 

 

 

 
 
 
 
 
 
 
 
 

Code Enforcement  
 
County staff provides code enforcement services and has been involved in discussions with 
community members regarding the County code, the role of County in enforcement actions, 
property boundaries, and other neighborhood disputes.  Staff indicates there seem to be more 
phone calls and requests for services from Arch Cape than other areas of the County.   
 
Overhead 

 
The County incurs costs for the billing, collection, and research to identify vacation rentals that 
have not signed up to pay the Room Tax.  While specific hours are not identified by the staff in 
general the County overhead rate is 10% and County staff believes it is reasonable to estimate 
the time and materials dedicated to the maintenance of the Room Tax for Arch Cape at $14,100 
average per year based on the prior three years of collections.     
 
County-wide Service Balance  
 
The Room Tax may provide an issue to discuss an important County policy - providing equal 
services to all County residents.  On the one hand it does seem unfair that the residents of Arch 
Cape tolerate an increase in population from 183 residents to more than 600 on holiday 
weekends and during the summer, and receive very little extraordinary service from the Room 
Tax revenues that these visitors generate.  On the other hand it could also be argued that Wauna 
Mill pays about 7% of the County’s property taxes (this is approximately $500,000 of the 
County’s General Fund revenue) and the rural residential community of Westport receives very 
little extraordinary service from the property tax revenues generated by Wauna Mill.     
 

Personnel   $      352,200  

Materials and Services  $      372,200   

   Contractual  $     (216,000)  

   Bradwood  $       (10,000)  

   OR -LNG  $     (115,000)  

Subtotal   $        31,200  

Total   $      383,400  

   Full time equivalent                3.30   

Hours per year         2,080.00   

Total Department Hours               6,864  

   Per Hour Cost    $          55.86  

Hours Spent Arch Cape  149 

Total Cost   $     8,322.64  
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The discussion of services based on revenues generated from specific geographic areas, might 
develop into identifying the taxes generated and the services that should be provided in each 
District.  This would lead to a study of matching services to revenues by area to financial 
management and providing services to five mini-counties.   
 
Summary  
 
Arch Cape uses County Community Development services in the amount of $8,322.64 more than 
would be anticipated or expected in other parts of the County.  Rural law enforcement and 
emergency preparedness identified $8,000 in additional support in the form of a .2 FTE.  Based 
on the cost of overhead of $14,100, the Community Development services of $8,322.64, and 
$8,000 for Sheriff’s Office services, the total cost of services identified is $30,422.64.  Of this 
amount $16,322.64 would be considered extraordinary services.   
 
The County Board is elected from districts and each Commissioner has the focus of the voters 
who elected them, the geographic area of the district, and the whole County.  General County 
issues are the subject to the goodwill framed as a focus of the Board to serve the whole County.  
The County staff is committed to providing equal services for all County residents.     
 

Long Term Financial Plan Categories 

 

Table 1 indicates that during the past three years there has been significant growth in Room Tax 
revenue from the Arch Cape community and the balance of the County.  Part of this may be 
more efficient collection by the Assessment and Taxation staff, part of it may be the down-turn 
in the economy in 2008 that placed more housing in the short-term rental market, part of it may 
be an increase in the rents being charged, and part of it could be more people electing to have a 
stay near home vacation thereby increasing the demand.  The increase in revenue also suggests 
greater impacts on the Arch Cape community assuming occupancy has been higher.   
 
The Board could change the policy and determine that the Room Tax is not county-wide 
discretionary revenue.  Room Taxes are generated by tourist activity that brings with them a 
whole set of problems.  Noise, crowding, traffic, are impacts that may or may not be present 
from other uses.  Possibly the Room Tax should be considered a nondiscretionary revenue in the 
Long Term Financial Plan.      
 
The Long Term Financial Plan was provided to the County on September 13, 2004.  The Board 
may want to revisit the plan and categorize the Room Tax as nondiscretionary revenue and 
dedicate the Room Tax to certain purposes.   

 

Incorporation 

 
When the County Comprehensive Plan was developed Arch Cape was one of the areas that 
allowed for a more urbanized development form while remaining in the County.  Under the land 
use planning scheme, areas like Arch Cape will eventually either incorporate or be annexed into 
a contiguous city in the future.  Arch Cape is not contiguous to another City in the County.  The 
concept of incorporation of Arch Cape is an additional way to capture the Room Tax revenues 



Addendum to Budget Message 
Page 11 of 14 

for use in the Arch Cape area, although incorporation is not an easy process.  The authority to 
incorporate is included in the Oregon Revise Statutes.     
 
“ORS 221.020 Authority to incorporate. The people of an area, no part of which lies in an 
incorporated city and in which 150 persons reside, may incorporate a city by approving at an 
election called and held according to ORS 221.031 to 221.061 a proposition provided by those 
sections for incorporating the city.” 
 
The Arch Cape area has 183 residents (See the Map Attached) and according to the 2010 census 
this is more than enough to incorporate albeit not without some challenges.  There may be some 
zoning to change, since property must be in certain zones prior to incorporation, to be resolved 
with the assistance of County Community Development Department.  Petitions would need to be 
collected and an election held.  A study of resources and expenses completed and other 
requirements met.  A property tax base would need to be secured and a City Council elected.  
The community may want to request that the County assist them with preparing the Arch Cape 
area for incorporation.  
 
The Arch Cape area also has 144 registered voters and with children and unregistered adults it is 
likely that the small community would meet the minimum of 150 persons required to consider an 
annexation vote.       
 
A very preliminary financial evaluation based on the assessed value of the Arch Cape Domestic 
Water District and the Falcon Cove Beach Water District suggests a minimum annual revenue 
stream of about $360,000 per year with no increase in the current tax rate paid by residents.  A 
breakdown of the calculations follows in Table 5. 
 

Table 5 
Arch Cape/Falcon Cove 

City Incorporation Preliminary Revenues 
 

 Gross 70 Percent 
for Tourism 

NET 

Arch Cape Water Dist. Assessed Value  $      105,363,019    $  105,363,019  

Fal Co Beach Water Dist A. V.  $        19,241,116    $    19,241,116  

Total Assessed Value  $      124,604,135    $  124,604,135  

    

Rural Law Enforcement Tax Rate  $               0.7195    $           0.7195  

Road District #1 Tax Rate  $               1.0175    $           1.0175  

Possible City Tax Rate  $               1.7370    $           1.7370  

    

Total Value in Thousands  $      124,604.135    $  124,604.135  

Potential City Property Taxes  $        216,437.38    $    216,437.38  

Room Tax - 3 year Average  $        141,050.00   $  98,735.00   $      42,315.00  

Est. Rev. - No Change in Tax Rate  $        357,487.38    $    258,752.38  
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The law would require that 70% of the Room Taxes adopted by the new city be dedicated to  
tourism promotion activities (See Page 14, (6) for the reference to State Law.  This amount is 
almost $100,000 per year and would leave a balance of about $260,000 in revenue to operate the 
new City.   
 
The assumption is that the City Property Tax rate would equal the amount currently collected for 
Rural Law District and Road District #1.  There would be additional revenue from the State in 
the form of liquor, cigarettes, and gas taxes that is not shown in this illustration.  A Municipal 
Court might do well in Arch Cape through the generation of revenue based on traffic violations 
along Highway 101.  The new Arch Cape City Council would need to adopt the Room Tax since 
the County would no longer have the authority to collect the Room Tax within the new Arch 
Cape City Limits.   
 
Of course there would be requirements for a small city including an annual audit, periodic 
election of a City Council and commensurate election costs, meeting agendas and general 
administration.  This may cost up to $100,000 per year depending on the availability of an 
individual to work part-time.  The balance of the funds would be dedicated to basic services 
including law enforcement, land use planning, street repair and maintenance, and other general 
municipal services including emergency management.  The services could be secured either by 
hiring staff or contracting with nearby cities or the County.         
 
 
Attachments: 
 
Oregon Revised Statutes 320 – Room Tax or Lodging Tax 
Map of Arch Cape 
Arch Cape Emergency Preparedness Project Recommendations 
List of Arch Cape Short-Term Rentals 
Room Tax Collected  



Addendum to Budget Message 
Page 13 of 14 

Oregon Revised Statutes 
Room or Lodging Tax 
 
320.350 Tax moratorium; exceptions; uses of revenues. (1) A unit of local government that did 
not impose a local transient lodging tax on July 1, 2003, may not impose a local transient lodging 
tax on or after July 2, 2003, unless the imposition of the local transient lodging tax was approved 
on or before July 1, 2003. 
 
       (2) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not increase the rate of the local transient lodging tax on or after July 2, 2003, to a rate that 
is greater than the rate in effect on July 1, 2003, unless the increase was approved on or before 
July 1, 2003. 
 
       (3) A unit of local government that imposed a local transient lodging tax on July 1, 2003, 
may not decrease the percentage of total local transient lodging tax revenues that are actually 
expended to fund tourism promotion or tourism-related facilities on or after July 2, 2003. A unit 
of local government that agreed, on or before July 1, 2003, to increase the percentage of total 
local transient lodging tax revenues that are to be expended to fund tourism promotion or 
tourism-related facilities, must increase the percentage as agreed. 
 
       (4) Notwithstanding subsections (1) and (2) of this section, a unit of local government that is 
financing debt with local transient lodging tax revenues on November 26, 2003, must continue to 
finance the debt until the retirement of the debt, including any refinancing of that debt. If the tax 
is not otherwise permitted under subsection (1) or (2) of this section, at the time of the debt 
retirement: 
 
       (a) The local transient lodging tax revenue that financed the debt shall be used as provided in 
subsection (5) of this section; or 
 
       (b) The unit of local government shall thereafter eliminate the new tax or increase in tax 
otherwise described in subsection (1) or (2) of this section. 
 
       (5) Subsections (1) and (2) of this section do not apply to a new or increased local transient 
lodging tax if all of the net revenue from the new or increased tax, following reductions 
attributed to collection reimbursement charges, is used consistently with subsection (6) of this 
section to: 
 
       (a) Fund tourism promotion or tourism-related facilities; 
 
       (b) Fund city or county services; or 
 
       (c) Finance or refinance the debt of tourism-related facilities and pay reasonable 
administrative costs incurred in financing or refinancing that debt, provided that: 
 
       (A) The net revenue may be used for administrative costs only if the unit of local 
government provides a collection reimbursement charge; and 
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       (B) Upon retirement of the debt, the unit of local government reduces the tax by the amount 
by which the tax was increased to finance or refinance the debt. 
 
       (6) At least 70 percent of net revenue from a new or increased local transient lodging tax 
shall be used for the purposes described in subsection (5)(a) or (c) of this section. No more than 
30 percent of net revenue from a new or increased local transient lodging tax may be used for the 
purpose described in subsection (5)(b) of this section. [2003 
c.818 §11] 
  
 
 
 


