City of Santa Barbara
Council Agenda Report

Agenda Date: June 9, 2026

To: Mayor and Councilmembers

From: City Administrator’s Office

Subject: Review of Draft Ordinance Amending the Santa Barbara

Municipal Code by Adding Chapter 26.90 Relating to Residential
Rent Stabilization (Est. Time 5:00 p.m.)

Recommendation: That Council:

A. Receive the draft ordinance amending the Santa Barbara Municipal Code by adding
Chapter 26.90 relating to Residential Rent Stabilization; and

B. Open a 30-Day Public Comment period to solicit input from the public on the draft
Ordinance.

Executive Summary:

The proposed Ordinance establishes a comprehensive Rent Stabilization Program for the
City of Santa Barbara. The program would take effect on January 1, 2027 and is
designated to protect tenants from excessive rent increases while preserving
constitutionally protected fair-return rights for property owners. The City Administrator’s
Office recommends that Council receive the draft Ordinance, provide any additional policy
direction as needed, and authorize staff to proceed with the public review process.

Discussion:

Santa Barbara's rental housing market has chronically low vacancy rates and some of
the highest rents in California, driven by constrained housing supply, significant demand
from the university and tourism sectors, and the City's desirable coastal location. These
conditions have created severe affordability pressures for long-term residents and low- to
moderate-income tenants, leaving many vulnerable to rapid rent increases and
displacement without the protections that a formal rent stabilization program would
provide.

Rent stabilization programs operate in numerous California jurisdictions, including the
cities of Los Angeles, San Francisco, Oakland, Berkeley and Pasadena. Following



Council Agenda Report

Review of Draft Ordinance Amending the Santa Barbara Municipal Code by Adding
Chapter 26.90 Relating to Residential Rent Stabilization

June 9, 2026

Page 2

enactment of AB 1482 (the Tenant Protection Act of 2019), the State established a
statewide rent cap of 5% plus local CPI (not to exceed 10%) for certain residential units.
The proposed Ordinance establishes a local program that is more protective than State
law for covered units and reflects Council’s current policy priorities.

The proposed Ordinance incorporates Council direction received on key policy
components of a rent stabilization program from hearings that occurred on December 16,
2025, April 7, 2026 and May 19, 2026. The draft Ordinance was prepared by the City
Attorney’s Office following review of comparable municipal ordinances and programs with
consultation from RSG, Inc.

Key Policy Components:

The following section summarizes the six most significant policy components of the draft
Ordinance that will most directly determine the program’s effectiveness, legal durability,
and administrative sustainability.

Program Scope and Unit Exemptions (§ 26.90.010)

The draft Ordinance applies broadly to residential units within the City. However, Section
26.90.010 identifies nine categories of exempt units.

* Units Built After February 1, 1995: Rental units for which a certificate of
occupancy was issued (or final building permit inspection completed) on or after
February 1, 1995. This aligns with the Costa-Hawkins Rental Housing Act, which
prohibits local governments from applying rent control to units built after that date.

* Single-Family Homes, Condominiums, and Townhomes: Units that are
“alienable separate from title to any other dwelling unit” (including single-family
homes, condos, and townhomes), provided the owner is not a corporation, real
estate investment trust (REIT), or limited liability corporation (LLC) with at least
one corporate member. Important nuances:

— If a prior tenancy was terminated by the owner with a notice under Civil Code
§1946.1 or §827, the unit is not exempt.

— Condominiums not yet sold separately by the original sub-divider are not
exempt.

— Corporate, REIT, or LLC owners are not exempt even if the unit type would
otherwise qualify.

* Owner-Occupied Duplexes: A two-unit property where the owner occupies one
unit as their principal residence at the beginning of the tenancy and continues to
do so, provided neither unit is an Accessory Dwelling Unit (ADU) or Junior
Accessory Dwelling Unit (JADU).
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* Short-Term Occupancies (30 Days or Less): Hotel, motel, inn, rooming house,
boarding house, and similar transient lodgings where occupancy does not exceed
30 consecutive days. The Ordinance includes anti-avoidance provisions to prevent
landlords from requiring tenants to check out and re-register before 30 days to
circumvent coverage.

* Institutional Housing: Units in hospitals, convents, monasteries, extended
medical care facilities, asylums, non-profit senior homes, dormitories of accredited
higher education institutions, and residential treatment or recovery facilities where
housing is tied to program participation.

* Deed-Restricted Affordable Housing: Units owned, operated, or managed by a
public agency or nonprofit subject to a recorded covenant requiring rental at
affordable rates for low- or moderate-income households.

* Government-Owned and Federally/State-Exempt Units: Units owned or
operated by a government entity that federal or state law specifically exempts from
local rent control.

* Mobile Home Parks: Units within mobile home or permanent recreational vehicle
parks subject to Chapter 26.08 of the Municipal Code.

Rent Stabilization — (§26.90.030)

The draft Ordinance prohibits landlords from charging rent in excess of base rent plus
increases as authorized by the Ordinance. Base rent is either (1) the rent for a rental unit
in effect on December 16, 2025, for existing tenancies, or (2) the rental rate established
upon initial occupancy of a rental unit for tenancies commencing after December 16,
2025. This is consistent with the Temporary Rent Increase Moratorium.

The draft Ordinance also stabilizes rent by prohibiting landlords from increasing rent
unless the increase is authorized by the Ordinance through either the annual general
adjustment or through the petition process.

The Ordinance allows a landlord to adjust rents to market rates when at the beginning of
a new tenancy following a vacancy (vacancy de-control), as required by State statute.

Rent Adjustment Formulas — Annual General Adjustment (§ 26.90.040)

The draft Ordinance establishes the standard formula for allowable annual rent increases
for covered rental units. This is the primary mechanism for limiting rent growth under the
program.

The Formula and How it Works
Annual General Adjustment = 60% of CPl Change or 3% whichever is Less
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The CPI percentage change is calculated for the twelve-month period from November 1
of the prior year to October 31 of the current year. The calculated change is multiplied by
60% and then capped at 3% whichever is lower. If the change in CPI is negative, the
adjustment is zero. Rents may not be decreased under this section. The result is rounded
to the nearest one-quarter of one percent (0.25%). The Program Administrator must
publish the adjustment on the City’s Rent Stabilization Ordinance webpage by December
1 each year, effective January 1 of the following year.

Timing and Use-It-Or-Lose-It Rule

A landlord who wishes to implement the annual general adjustment must do so within the
applicable calendar year (January 1 through December 31). The Ordinance expressly
prohibits deferring or banking unused adjustments from one year to another. Landlords
must provide at least 30 days advance written notice before any rent increase takes effect.

Habitability Prerequisite

No annual general adjustment may be applied if the landlord has failed to maintain the
rental unit in compliance with California Civil Code Section 1941.1 et. seq. (habitability
requirements) or California Health and Safety Code Sections 17920.3 and 17920.10
(substandard conditions), or has failed to make repairs ordered by a court or the City
Building Official.

Special Adjustments - Petition Process (§ 26.90.050 — 26.90.80)

The draft Ordinance provides a structured petition process allowing both landlords and
tenants to seek special rent adjustments, subject to review by a hearing officer and, on
appeal, the Rent Stabilization Board.

Landlord Petition — Fair Return Adjustment (§ 26.90.050)

A landlord may petition for a rent increase above the annual general adjustment if the
standard cap does not provide a constitutionally required fair return on investment. The
standard used is the Maintenance of Net Operating Income (MNOI) standard. The
intention of this Section is to provide landlords with an avenue to prove that an adjustment
is necessary to provide the landlord a fair return as required by the California and United
States Constitutions.

* Presumption: The base year (2025) net operating income is presumed to have
provided a fair return. The landlord bears the burden of demonstrating that this
presumption is rebutted.

 MNOI Standard: A landlord is entitled to receive the base year net operating
income adjusted upward by the change in CPI from the base year to the current
year. This CPl-adjusted NOI is presumed to be a fair return.
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NOI Calculation: Net Operating Income = Gross Rental Income minus Operating
Expenses. The Ordinance provides detailed definitions of what is included and
excluded from both gross income and operating expenses. Notably excluded are
mortgage payments, depreciation, capital improvement costs (handled
separately), and political contributions.

Capital improvement costs are not operating expenses and must be sought
through a separate petition.

Landlords may rebut the fair return presumption by showing unusually high or low
base year expenses, or disproportionately low base year gross income due to
exceptional circumstances.

Landlord Petition — Capital Improvement Pass-Through (§ 26.09.060)

A landlord may seek a separate rent adjustment to recoup costs of qualifying capital
improvements through a tenant cost pass-through.

A “capital improvement” is an addition, improvement, or major repair with a useful
life of five or more years, permanent in nature, benefitting tenants. It excludes
routine maintenance or repairs, work ordered to correct code violations, and any
improvement completed before December 31, 2025.

The landlord must file the petition within two years of completing the improvement.
The monthly pass-through cost per tenant is capped at the lesser of 10% of current
monthly rent or $100.

Capital improvement pass-throughs must be separately itemized on rent
statements and are not included in the base rent for purposes of future annual
adjustments.

If a capital improvement benefits only some units, the pass-through applies only to
those benefited units.

Any insurance, court-awarded damages, or subsidy reimbursements must be
deducted before computing the pass-through.

Tenant Petition — Downward Adjustment (§ 26.90.070)
Tenants have the right to petition for a downward rent adjustment under three grounds:

(1) Habitability Failure. If the landlord has failed to maintain the unit in habitable

condition in violation of the Civil Code or Health and Safety Code, such failure
constitutes a deemed rent increase, and tenants may seek a corresponding rent
reduction.

(2) Reduction in Housing Services. A decrease in housing services (maintenance,

amenities, parking, etc.) without a corresponding rent reduction is treated as an
effective rent increase, subject to a downward adjustment.
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(3) Overcharged Rent. If a landlord has charged rent above the lawful level, the
tenant may petition for a refund and downward adjustment. If the landlord fails to
refund overcharged rent within 30 days of an order, the tenant may withhold a
portion of rent as authorized by the hearing officer or Board until the amount is

recovered.

Petition Procedures (§ 26.90.080)
The following procedural timeline applies to all petitions:

Filing Landlord or tenant files petition with Program
Administrator. Must include unit address, nature of
request, statement of grounds, and (for landlord
petitions) a list of affected tenants.

Acceptance Program Administrator reviews for completeness (not

(30 Days) merits) and notifies petitioner of acceptance or rejection

within 30 days.

Notice to Parties
(14 Days)

Within 14 days of acceptance, all parties receive written
notice of the petition, process, and response deadlines.

Hearing Scheduled
(60 Days)

Hearing will be scheduled within 60 days of acceptance.
Parties receive at least 20 days’ advance notice.

Hearing Officer Decision
(30 Days)

Written decision issued within 30 days of the hearing’s
conclusion.

Appeal to RSO Board
(30 Days)

Any aggrieved party may appeal to the Rent
Stabilization Board within 30 days of the hearing
officer’s decision.

Board Decision
(30 Days)

Board will consider appeal within 30 days of filing and
render a decision within 30 days thereafter.

Judicial Review

Final Board decisions (or final hearing officer decisions
if no Board exists) are subject to judicial review under
SBMC Chapter 1.30, within 30 days of notice.

Petitions will be decided by hearing officers, who will conduct evidentiary hearings at
which the parties will be entitled to present evidence in support of or opposition to a
petition. Petition hearings will be recorded to create an evidentiary record. The burden
of proof rests with the petitioner, who must establish their case by a preponderance of the
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evidence. Formal rules of evidence that would apply in court proceedings do not apply
to petition hearings and any relevant, credible evidence — including hearsay — is
admissible. The hearing officer will issue a written decision, supported by the evidence
and law, following the hearing. Hearing officer decisions may be appealed to the Rent
Stabilization Board. To help assure that hearing officers are independent, the
appointment, selection, employment, performance evaluation, compensation, and
benefits of a hearing officer cannot be directly or indirectly conditioned upon the outcome
of the hearings they conduct and decide.

The proposed Ordinance also includes additional procedural notes. For instance, a
petition will not be accepted if a prior petition based on the same grounds was decided
within the previous 180 days. Where multiple petitions have been filed for units located
on the same property, they will be consolidated for a single hearing unless good cause is
shown to proceed otherwise.

The decision of a hearing officer is not automatically stayed pending appeal. If the Board
ultimately reverses the hearing officer's decision, retroactive adjustments may be ordered
to account for the intervening period.

Finally, petitions are to be made available in the language used to negotiate the Rental
Agreement when that language is other than English, ensuring accessibility for non-
English-speaking parties.

Program Administration

A Program Administrator, a City employee designated by the City Administrator, leads
the day-to-day administration of the Rental Stabilization Program. The responsibilities of
the Program Administrator include, but are not limited to, the following:

e Operating the Rental Registry and processing registration, amendments, and
exemption claims;

e Accepting, processing, scheduling and noticing petitions;

e Publishing the Annual General Adjustment on the RSO webpage by December 1
each year,

e Implementing new regulations (subject to Rent Stabilization Board approval);

e Providing administrative and staff support to the Rent Stabilization Board (serving
as Board Secretary);

e Arranging for hearing officers and court reporters for petition hearings; and

e Enforcing registration requirements and referring violations to the City Attorney.
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Rent Stabilization Board (§ 26.90.090)

The proposed Ordinance establishes a seven-member Rent Stabilization Board
appointed by the City Council to provide oversight, hear appeals of petition decisions, and
approve implementing regulations.

The Board composition will be:

e Two members who are tenants of rental housing in the City.

e Two members who are landlords or property managers of rental housing in the
City.

e Three members with no financial interest in or ownership of rental housing in the
City.

All members must be residents of the City of Santa Barbara. Terms will be four-years with
the initial terms staggered: two years for one tenant, one landlord and two at-large
members. City Council may remove a Board member at any time for any reason. Four
members constitute a quorum and petition decisions require affirmative votes of four
members. Conflict of interest is subject to California Political Reform Act and Santa
Barbara Local Conflict of Interest Code.

Board Powers and Duties

The Rent Stabilization Board is required to hold regular meetings no less than once per
year, or at such other frequency as established by Board resolution, as well as special
meetings whenever the need arises. Appeals from hearing officer decisions will generally
be considered at special meetings. Appeals will generally be based on the Board’s review
of the evidence presented to the hearing officer and the hearing officer's decision.
However, the Board may also elect to hold a de novo hearing.

In addition to its adjudicative functions, the Board is responsible for approving
administrative regulations developed by the Program Administrator and for making
recommendations to both the Program Administrator and the City Council regarding the
administration of the program. The Board is further authorized to conduct studies, surveys
and investigations as necessary to fulfill its duties, and to perform any other duties as
directed by the City Council through resolution or motion.

Rental Housing Mediation Board and Rent Stabilization Board

The current Ordinance creates and maintains a Rent Stabilization Board separate from
the current Rental Housing Mediation Board. Staff has concerns about the added
administrative burden and cost of maintaining two separate boards. While adjudication
must be maintained separately from mediation functions, there may be ways to
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consolidate and streamline the two boards. As part of program implementation, staff will
evaluate ways to create efficiencies between these two boards while also ensuring
appropriate segregation of duties.

Hearing Officers (§ 26.90.130)

Hearing officers conduct petition hearings and issue written decisions. The proposed
Ordinance authorizes the City Administrator to retain hearing officers by:

e Hiring as a City employee.

e Appointing a panel of at least five volunteer active or retired attorneys or retired
judges (four-year terms).

e Contracting with individual attorneys or retired judges on an ad hoc basis.

e Contracting with an arbitration or dispute resolution firm.

Hearing officers who are not City employees serve as independent contractors. To avoid
conflicts of interest, they may provide no other services to the City. Compensation is not
conditioned on hearing outcomes.

Rental Registry (§ 26.090.100)

A rental registry is a cornerstone of the program’s administration and enforcement
framework. All landlords with covered rental units are required to register each unit with
the Program Administrator. Initial registration must be completed by January 1, 2027, or
within 30 days of registration forms being made available, whichever is later. Each
registration must include the unit address, bedroom and bathroom count, landlord contact
information, date of ownership, current rent, the date and amount of the last rent increase,
and the tenant’s move-in date. Notably, tenant identifying information is not required.

Landlords who believe their units are exempt from coverage must file a claim of exemption
accompanied by supporting documentation signed under penalty of perjury. Additionally,
the Program Administrator will establish requirements for annual renewal of registrations,
as well as ongoing amendment obligations to reflect changes such as new ownership or
updated property management information.

Landlords who fail to comply with registration requirements face significant
consequences. Non-compliant landlords are prohibited from advertising their units for
rent, collecting rent, evicting tenants, applying annual rent adjustments, or filing petitions
for upward rent adjustments. Landlords who register after the applicable deadline are
further subject to late fees and penalties established by City Council resolution.

Enforcement and Tenant/Landlord Protections (§ 26.90.120)
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The proposed Ordinance provides a broad set of enforcement tools and remedies
available to the City, landlords, and tenants. Violations of the Ordinance constitute
punishable offenses under the Santa Barbara Municipal Code Chapter 1.28. The City
Attorney is empowered to bring civil or criminal actions, seek injunctive relief, and recover
both costs and attorney’s fees from violating parties.

Any aggrieved person may bring a civil action for damages arising from violations of the
Ordinance or from final hearing officer or Board decisions. Importantly, no administrative
remedy must be exhausted prior to filing suit. Similarly, any aggrieved person, including
the City and the People of the State of California, may seek injunctive relief to address
violations or threatened violations of the Ordinance.

A landlord’s failure to comply with the Ordinance constitutes a complete affirmative
defense available to a tenant in any unlawful detainer action brought for possession of a
covered rental unit. Furthermore, any attempt by a landlord to recover possession of a
unit in violation of the Ordinance renders that landlord liable for wrongful eviction
damages, and a prevailing tenant is entitled to recover costs and reasonable attorney’s
fees.

Finally, no rent increase authorized under any provision of the draft Ordinance — whether
through an annual adjustment or a petition — may take effect unless and until the landlord
has fully complied with all applicable registration requirements.

Public Comment Review Period

Following the June 9, 2026, Council meeting, there will be a 30-day Public Comment
period. The comment period provides an opportunity for tenants, property owners,
community organizations, housing advocates, and members of the public to review the
draft and submit input prior to formal consideration by Council. Written comments may be
submitted via email to: RSO@SantaBarbaraCA.gov.

Comments submitted during the Public Comment period will be compiled and made
available for Council review. Staff will summarize all comments received and provide a
matrix of key themes, concerns, and suggested revisions to accompany the Ordinance
when it is brought back for formal introduction and adoption in late July.

Budget/Financial Information:

The estimated cost of a Rent Stabilization Program is $2 million annually based on the
estimated number of units that would be impacted by such a program given Council
direction to date. The estimated number of units (13,000), with no exemptions beyond
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what is required by State law, would equate to a $154 fee per unit for full program cost
recovery. These numbers are based entirely on estimates from peer jurisdictional
research at this stage in the process and are expected to increase given the direction
from Council to incorporate petition fees into the annual rental unit fee. The City will
conduct a fee study to determine the amount per unit to recover the full costs of program
administration and then Council will need to provide direction on how the costs will be
passed through to property owner and/or tenant.

Attachment: Draft Rent Stabilization Ordinance
Prepared and

Submitted By: Barbara Andersen, Sr. Assistant to the City Administrator
Daniel Hentschke, Assistant City Attorney

Approved By: Kelly McAdoo, City Administrator



