
CITY COUNCIL AGENDA REPORT

City of Anaheim
PLANNING AND BUILDING DEPARTMENT
DATE: MARCH 7, 2017

FROM: PLANNING AND BUILDING DEPARTMENT

SUBJECT: PROFESSIONAL SERVICES AGREEMENT WITH DAVIS 
FARR LLP FOR SERVICES RELATED TO THE REVIEW 
OF SHORT TERM RENTAL HARDSHIP EXTENSION 
APPLICATIONS

ATTACHMENT (Y/N): YES ITEM # 07

RECOMMENDATION: 

That the City Council, by Motion, approve and authorize the Planning and Building 
Director and City Clerk to execute a Professional Services Agreement between the 
City of Anaheim and Davis Farr LLP for services related to the review of short-term 
rental hardship extension applications in an amount not to exceed $520,000 for a two 
year period with three one-year optional renewals and authorize the City Manager to 
exercise the renewal options.

BACKGROUND:

On July 12, 2016, the City Council adopted two ordinances pertaining to short-term 
rentals (STRs): a “Regulate and Ban Ordinance” and an “Amortization Ordinance” 
(collectively referred to herein as “Ordinances”).  The Ordinances were adopted after 
conducting extensive public outreach in an effort to address neighborhood impacts 
reported by residents.  The Regulate and Ban Ordinance prohibits new STRs in 
residential neighborhoods and establishes new operational criteria and enforcement 
protocols.  The Amortization Ordinance phases out, or amortizes, all existing STRs 
in residential neighborhoods within an 18 month period (by February 11, 2018); 
however, the Amortization Ordinance allows each STR owner to apply for a 
hardship extension that would potentially extend the amortization period as required 
to enable the owner to recoup the cost reasonably invested to establish the STR use.  
The current deadline to file a hardship extension application is March 24, 2017.  The 
hardship extension deadline was extended to March 24, 2017 due to complexities 
associated with the City’s preparation of the financial data form, which delayed its 
release, and to ensure STR owners have sufficient time to assemble, organize, and 
submit the data required to substantiate an extension request.  The extension of the 
hardship application deadline did not extend the 18-month amortization period.  All 
permitted STRs are still required to cease operating by February 11, 2018 unless a 
hardship extension is granted.
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DISCUSSION:

There are currently approximately 355 STRs operating pursuant to permits or pending 
applications.  While is it not possible to predict with certainty, staff estimates that 80% of 
permittees may file an application for a hardship extension which would result in approximately 
284 applications.

The Planning and Building Department will provide the staff necessary to confirm each 
application is complete, and the Audit Division will oversee the review and analysis of each 
hardship application and appeal.  However, based on the anticipated volume of applications and 
the amount of financial data that will need to be reviewed, the City’s Audit Division requires the 
assistance of a qualified accounting firm that has sufficient personnel to complete a large volume 
of reviews within a relatively limited amount of time in order to comply with the timing 
requirements set forth in the Amortization Ordinance.  In addition, staff believes that hardship 
extension reviews performed by an outside accounting firm would provide a measure of 
independent objectivity to the process, which is anticipated to be highly scrutinized.  
Specifically, the selected consultant would assume primary responsibility for reviewing STR 
hardship extension applications to determine whether, in accordance with the parameters set 
forth by the STR Amortization Ordinance (AMC 4.05.180), the STR hardship application 
demonstrates that, since the commencement of the use of the owner’s property as an STR, the 
owner has not had and will not have, within the 18-month amortization period, sufficient time to 
recoup the costs the owner reasonably invested for STR use.  

Consultant Procurement Process

On December 19, 2016, the City issued a Request for Proposal (RFP) for Consulting Services for 
Short-Term Rental Hardship Extension Reviews to 14 firms that provide accounting, audit, 
advisory, and/or financial consulting services.  The RFP was also available via the City’s 
website.  The City received five responses to the RFP.

In accordance with the qualification-based selection and procurement process set forth in City 
Council Policy 4.1, an evaluation committee comprised of qualified City representatives 
evaluated and ranked the proposals.  The evaluation criteria included the firms’ overall 
qualifications; the qualifications and experience of the proposed personnel; the firms’ proposed 
work plan; and the fairness and reasonableness of the firms’ proposed fees.  The four firms 
deemed the most qualified (BCA Watson Rice LLP; Crowe Horwath LLP, Davis Farr LLP, and 
VWM Analytics) were invited for an interview with the evaluation committee.  The interviews 
allowed each firm to highlight its proposal, discuss its work plan and approach, respond to a 
series of written questions, clarify proposal costs, and answer questions from the evaluation 
committee.  The average hourly rates offered by the four firms ranged from $122.50 to $193.50.  
These average rates are weighted by the anticipated time to be spent between staff and partner 
levels at their respective hourly rates.  

The evaluation committee unanimously concluded that Davis Farr LLP (Davis Farr) is the firm 
best qualified to perform the services.  The determination was based on the firm’s relevant 
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experience; committed involvement of the firm’s partner and key staff members; its 
comprehensive and responsive work plan; commitment to adjusting its work plan and staffing 
levels as needed to complete the work in a timely manner; and the fairness and reasonableness of 
its proposed fees.  Davis Farr is an Orange County-based Certified Public Accounting firm with 
40 years of experience and a focus on state, federal, and local government auditing and 
consulting.  The firm has extensive local government experience.

Professional Services Agreement

With assistance from the City Attorney’s Office, staff prepared a standard Professional Services 
Agreement for the City Council’s consideration.  The Scope of Services attached to the 
Agreement reflects the services requested in the City’s RFP.  The proposed Agreement provides 
a two-year term with allowable extensions, as needed, at the City’s discretion.  However, staff 
does not anticipate the need for any extensions and Davis Farr understands and is committing to 
perform the reviews within the 11 months remaining of the 18-month time frame set forth in the 
Amortization Ordinance.  The Agreement also provides for termination by the City upon seven 
days’ written notice, in the event that the City finds its needs have changed.

Estimated Consultant Costs

Davis Farr’s compensation will be based on the firm’s hourly rates plus actual costs for approved 
direct expenses.  The firm’s hourly rates are $105.00 for a supervisor or senior consultant and 
$175.00 for a partner.  David Farr’s average hourly rate of $122.50 was the lowest among the 
four firms interviewed.  The average rate is weighted by the anticipated time to be spent between 
the supervisor and/or senior staff and partner levels at their respective hourly rates.  The 
consultant will bill the City for actual hours worked and City staff will work closely with the 
consultant and monitor project progress, trends, and costs.  The Professional Services Agreement 
proposes a total, not-to-exceed compensation of $520,000.  This amount was calculated by staff 
using its best estimate of the number of permittees that would file hardship extension 
applications (80%) and the time associated with reviewing each application. The $520,000 not-
to-exceed agreement amount includes three components:

1. $348,000 estimated total fees to review and analyze hardship extension applications;
2. $125,000 estimated total fees to have the firm represent their analyses at appeals 

hearings; and
3. $47,000 as a 10 percent contingency.

A detailed explanation of each of these costs is provided in Attachment 1. 
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Review Model

The City is finalizing a standardized calculation review model that will be provided to and used 
by Davis Farr.  Staff’s hope is that, to the maximum extent practical, the review model will allow 
a standardized analysis to be performed for each hardship application, thereby minimizing Davis 
Farr’s time and the City’s expenses.  Staff is cautiously optimistic that this will result in actual 
costs being less that the $520,000 not-to-exceed amount recommended for the proposed 
Agreement, although this is difficult to predict given that the process has not yet begun. 

IMPACT ON BUDGET:

The cost of consultant services for the review of hardship extension applications was not 
included in the Planning and Building or Audit Division Budget for Fiscal Year 2016-17.  
However, the City has received augmented STR fee revenue that is available to offset the 
unanticipated cost.  Additionally, staff may recommend a budget appropriation once the review 
process has begun and staff can assess actual costs.

Respectfully submitted,

David Belmer Joe Romines
Planning and Building Director Audit Manager

Attachments:
1. Estimated consultant cost summary
2. Professional Service Agreement with Davis Farr, LLP


