CITY OF SANTA BARBARA
COUNCIL AGENDA REPORT

AGENDA DATE:  April 7, 2026

TO: Mayor and Councilmembers
FROM: City Administrator’s Office
SUBJECT: Update on Development of a Rent Stabilization Program and Final

Policy Direction from Council for Ordinance Draft
RECOMMENDATION: That Council:

A. Receive a status update on the Rent Stabilization Program Work Plan, including the
outcomes of the community focus groups conducted in February and March 2026;

B. Provide final direction to staff on the key policy components that are necessary to
begin drafting a Rent Stabilization Ordinance; and

C. Confirm the updated project Work Plan timeline targeting ordinance adoption in July
2026 and full program launch in January 2027.

EXECUTIVE SUMMARY:

On October 14, 2025, Councilmembers Sneddon and Santamaria presented a two-
person memo requesting consideration of a rent stabilization ordinance and the
development of a work plan to fund and administer such a program. This request was
consistent with direction received from Council following public comments and
deliberations on recommendations presented by the Housing Crisis Ad Hoc Committee
on December 3, 2024.

In response, the City Administrator proposed — and Council subsequently approved — a
reorganization of the Housing and Human Services Division under the City
Administrator’s Office, directly aligned with Council housing priorities, including the hiring
of a new Deputy City Administrator to oversee development and implementation of critical
housing initiatives.

On December 16, 2025, City staff presented an initial Council Agenda Report outlining
foundational policy questions and a proposed Work Plan targeting ordinance adoption in
July 2026 and program launch in January 2027. Council provided high-level policy
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direction at that session, authorizing staff to proceed with research, consultant
procurement, and community engagement. Council also adopted a temporary Rent
Increase Moratorium to be in effect while the Rent Stabilization Ordinance and Program
are being developed and implemented.

This report consolidates all work completed since December 2025, including the
outcomes of community focus groups, an updated Work Plan reflecting current status,
and a detailed summary of the key policy components that must be resolved before
ordinance drafting can proceed. Staff's overarching goal is to develop the most effective
and efficient program possible — one that creates the least amount of administrative
bureaucracy while providing meaningful protections for renters and reasonable
predictability for housing providers.

Consistent with the Costa-Hawkins Rental Housing Act (Cal. Gov’t Code §§ 1954.50 et
seq.), the Rent Increase Moratorium and any future Rent Stabilization Ordinance will
apply only to residential rental units that were issued a certificate of occupancy on or
before February 1, 1995, or are otherwise exempted from local rent control under state
law, such as single-family dwellings and other units that can be sold separately. Also,
staff recommends that rentals in mobile home and recreational vehicle parks remain
regulated by the existing provisions of Municipal Code Chapter 26.08.

DISCUSSION:

Program Status Update

Since the December 2025 Council meeting, City staff have made significant progress
across several work streams including achievement of the following project milestones:

(a) An internal Rent Stabilization Project Team has been established, comprising staff
from the City Administrator's Office, City Attorney’s Office, Community
Development, Finance, Communications, and IT.

(b) A Request for Proposals (RFP) was developed and distributed to retain technical
expertise and consultation. The scope of services was refined to focus only on
technical assistance for ordinance development and program administration.

(c) Procurement of RSG, Inc. as the selected technical specialist/consultant was
approved by Council on March 17, 2026.

(d) Preliminary review of the Rental Housing Mediation Program (RHMP), Rental
Housing Mediation Board (RHMB), Access to Counsel program, and rental registry
feasibility operations is underway.

(e) Five focus group sessions were conducted in late February and early March 2026.

(f) Staff also conducted one-on-one meetings with community stakeholders, housing
advocates, property owners, and other municipalities to gather additional insights.

(9) A public-facing project webpage with FAQs as well as meeting video and content
was created and is being updated periodically.
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Community Focus Group Outcomes

As a core component of the City’s community engagement strategy, staff convened a
series of focus group sessions with stakeholders representing different roles in Santa
Barbara'’s rental housing ecosystem. Participants included:

Tenants and tenant advocates;

Rental housing providers and property managers;

Nonprofit housing developers and homeless service providers;
Housing advocacy organizations; and

Members of the Rental Housing Mediation Board and program staff.

These sessions were designed to gather diverse perspectives on housing stability, rental
market dynamics, program design, and administrative considerations. The feedback
summarized below is not intended to represent consensus among stakeholders, nor is it
exhaustive of all comments received. Rather, it highlights recurring themes, areas of
agreement, and areas of divergence that were considered as staff and the consultant
team developed policy options.

(1) Housing Stability and Displacement Concerns

Tenants and nonprofit housing providers emphasized the growing challenges
renters face in maintaining housing stability in Santa Barbara. Participants noted
that significant rent increases, combined with extremely limited vacancy
availability, are contributing to displacement, housing insecurity, and in some
cases, tenant harassment and intimidation. Key themes raised included:

(a) Difficulty absorbing significant annual rent increases, particularly for low- and
moderate-income households

(b) Displacement of long-term residents, working families, and community
members with deep roots in Santa Barbara

(c) Disproportionate impacts on seniors, fixed-income households, and essential
workers

(d) The critical importance of predictability and transparency in rent adjustments

Tenant participants generally expressed strong support for policies that provide
greater stability and predictability in rent increases. They advocated for a rent cap
formula of 60% of CPI, no additional exemptions for rental units beyond those
required by state law, and a comprehensive, public rental registry that includes
data on both exempt and non-exempt units.

(2) Concerns about Operational Impacts on Housing Providers
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Rental housing providers expressed concern about how rent stabilization could
affect property operations, maintenance, and long-term housing supply. Key
themes raised included:

(@) The need to ensure property owners can cover rising operational costs,
including insurance premiums, utility costs, and routine maintenance expenses

(b) Concerns that strict rent caps could discourage investment in rental housing
stock and lead to deferred maintenance

(c) The administrative burden associated with compliance, registration, and
documentation requirements

(d) Potential unintended consequences including property improvements or
withdrawal of units from the rental market

Some housing providers indicated that if rent stabilization is implemented, the
program must include meaningful mechanisms to address legitimate cost
increases and unexpected expenses/repairs. The process would need to be
streamlined and time sensitive. They advocated for a rent cap formula aligned with
AB 1482 (California Tenant Protection Act) along with exemptions for small
property owners (those with 10 units or less, not including exempted units).

(3) Importance of Clear and Predictable Program Rules

Across all stakeholder groups, there was a strong and consistent interest in clear
program rules, reliable processes, and transparent decision-making. Participants
highlighted the need for:

a) Clearly defined, formula-based allowable rent increase calculations published
in advance

b) Transparent processes for landlord cost pass-through petitions and appeals

c) Predictable timelines for all review and decision-making processes

d) Clear, multi-lingual communication of tenant and landlord rights and
responsibilities

Stakeholders noted that unclear rules or inconsistent implementation could lead to
increased disputes, administrative backlogs, and erosion of public trust in the
program.

(4) Program Administration and Capacity
Many participants emphasized that the success of a rent stabilization program

depends heavily on program administration and staffing capacity. Common
recommendations included:
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a) Establishing a dedicated administrative division or program within the City that
is separate from — but complementary to — the existing Rental Housing
Mediation Program

b) Ensuring adequate staffing for case management, community outreach, and
compliance monitoring

c) Providing multi-lingual outreach and education materials for both tenants and
property owners

d) Creating clear, accessible complaint and inquiry processes with reasonable
response time standards

Several stakeholders suggested that strong administrative capacity and proactive
enforcement is critical to ensuring fairness and program effectiveness.

(5) Petition, Appeals and Mediation Processes

Stakeholders across focus groups emphasized the importance of fair, accessible,
and efficient mechanisms for resolving disputes and addressing exceptional
circumstances. Key issues raised included:

a) Whether landlords should be able to petition for rent increases above the
allowable cap based on documented cost increases or unexpected capital
expenses

b) The role of mediation in resolving disputes between tenants and landlords
before they escalate to formal hearings

c) Whether mediation should be required or optional (most feedback indicated
mediation should be offered at multiple points in the process, but not mandated
as a prerequisite to a formal hearing)

d) Establishing clear timelines for appeal processes to avoid prolonged
uncertainty for both parties

Participants generally agreed that dispute resolution processes should be efficient,
accessible and impartial.

(6) Governance and Oversight

There were varying perspectives among stakeholders regarding the appropriate
governance structure for a rent stabilization program. Options discussed included:

a) Administration solely by City staff, without a separate board

b) Use of a professional hearing officer to adjudicate disputes and petitions (this
was noted in meetings with other cities as a significant cost consideration, but
less expensive than adding full-time staff)

c) Creation of an independent Rent Stabilization Board with community
representatives
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Some stakeholders noted that a board could provide community oversight and
policy guidance, while others expressed concern about potential complexity or
delays in decision-making as well as difficulties in ensuring diverse representation
of members.

Key Policy Components for Council Direction

Based on staff research, stakeholder feedback from the focus groups, and review of rent
stabilization programs in other California jurisdictions, the following policy components
are foundational to the development and drafting of a Rent Stabilization Ordinance.
Council direction on these questions is essential to allow staff and the consultant team to
begin ordinance drafting in the month of April.

In all events, the United States Constitution requires that the ordinance establish a
process for a landlord to obtain a reasonable return on their property. When it adopted
the temporary Rent Increase Moratorium Ordinance, the Council established a base rent
using the date of December 16, 2025, and stated its intent to use the base rent as defined
in this ordinance as the stabilized reference for the determination of lawful rent under the
permanent residential rent stabilization program. It also stated its intention that rent
increases made after December 16, 2025, but before the effective date of the moratorium
ordinance would be counted against future rent increases under a permanent rent
stabilization ordinance.

Further, the staff recommends that the permanent rent stabilization program make clear
that property owners will be entitled to request an adjustment to account for any fair return
not received due to the moratorium via the first general rent increase under the new rent
stabilization ordinance. How that adjustment is proven and adjudicated on a case-by-case
basis may take different forms based on the policy decisions that will be made during
consideration of the permanent ordinance.

The table below summarizes each component, the key options or considerations, and
relevant focus group feedback.

c Policy Research-Based Options Key Considerations
omponent
Rent Stabilization Policy Framework
1. Rent Limits a) Tieincreases to a percentage of | ¢  California TPA allows annual increases up to
CPI (up to 100%) 5% + CPI, or 10%, whichever is lower
b) Set a fixed annual percentage o Different approaches result in varying levels
increase of predictability for tenants and property
c) Combine CPIl-based increase owners
with a fixed percentage cap
2. Rent Banking a) Do not allow rent banking e Adds flexibility for landlords but may reduce
b) Allow rent banking with predictability for tenants
restrictions (e.g., limits on e Requires clear rules to avoid confusion and
timing, amount, or duration) disputes
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3. Exemptions a) Apply exemptions only where State law (Costa-Hawkins) establishes
mandated by state law baseline exemptions (e.g., newer
b) Expand exemptions based on construction, certain ownership types)
property size, type, age, or Additional exemptions may affect program
regulatory status coverage and administration
4. Petition Types | a) Comprehensive petition Fair return petitions are required to ensure
framework (landlord and tenant landlords can obtain a reasonable return
petitions) Broader petition types increase flexibility but
b) Limit petitions to defined may add administrative complexity
categories (e.g., fair return only)
5. Petition a) Independent hearing officer Peer jurisdictions commonly use hearing
Process — b) Board or commission officers for determinations
Decision Making | c) Designated City official (e.g., Different models may have varying resource
Authority City Administrator or designee) and staffing implications
6. Petition a) Appeal through City Most peer jurisdictions provide an
Process — administrative procedures administrative appeal process
Appeals b) Appeal to a board or Additional layers of review may require
commission defined procedures and resources
c) No administrative appeal
(judicial review available)
7. Tenant a) Align with state law Most jurisdictions require lease-up
Protections requirements disclosures and notice requirements
b) Expand protections (e.g., Expanded protections improve transparency
disclosures, notice but increase compliance obligations
requirements, language access)
8. Mediation a) Require mediation at defined Mediation is typically offered as an optional
stages service in peer jurisdictions
b) Offer mediation as an optional
service
c) Utilize existing City programs
9. Governance a) Staff-administered model All peer jurisdictions rely on dedicated staff
b) Hybrid model (staff + board for administration
oversight) Governance structure may influence roles,
responsibilities, and oversight functions
10. Rental a) No registry Rental registries may include unit, rent, and
Registry b) Basic registry (limited data ownership/management information
collection) Most peer jurisdictions require registries for
c) Comprehensive registry program administration and compliance
(detailed unit and rent data) Data scope may affect reporting, verification,
and system requirements
More comprehensive systems may require
additional resources; lower-cost options may
build on existing processes
11. Funding and | a) Fully City-funded All peer jurisdictions charge annual per-unit
Fees b) Annual per-unit registration fee fees
c) Combination of registration and
petition fees
d) Allow/disallow partial tenant

pass-through

Related Policy Considerations

12. Just Cause
Eviction
Coordination

a)

Maintain existing Just Cause
Eviction Ordinance framework

Existing local ordinance (SBMC Chapter
25.50) establishes baseline eviction
protections
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b) Amend Just Cause provisions to | e Integration of administration and
align with rent stabilization enforcement across rent and eviction
policies may support coordination and
consistency
13. Tenant Rent a) Do not establish a subsidy e Typically administered separately from rent
Subsidy Program program alongside the stabilization programs
ordinance e May complement rent stabilization by
b) Establish a tenant subsidy addressing affordability beyond rent limits
program alongside the e Program design will require dedicated
ordinance (e.g. Provide funding and administrative structure

assistance through direct aid,
emergency rental assistance, or
vouchers)

Updated Work Plan

The following narrative summarizes the status of the Rent Stabilization Program Work
Plan as of March 2026. The overall target of ordinance adoption is July 2026 and full
program launch in January 2027 remains the goal, though Council should note that the
timeline for consultant procurement has introduced some compression in downstream
phases. Staff will continue to manage the schedule closely and flag any adjustments
needed as the project advances.

Upcoming Project Milestones

The following describes the key milestones and deliverables that staff anticipate
completing through the remainder of the project, leading to ordinance adoption and
program launch.

In the near term, staff and consultant team will continue to work on data analysis to
determine the total number of units impacted by a Rent Stabilization Ordinance. The
consultant has already begun a legal and policy scan of rent stabilization models
implemented across California cities. The consultant will support staff in evaluating rental
registry feasibility and structure, as well as a review of the Rental Housing Mediation
Program and Access to Counsel expansion opportunities.

After Council direction is received on April 7, 2026, the City Attorney's Office will begin
drafting the Rent Stabilization Ordinance, consistent with applicable state statutes and
constitutional limitations. The draft ordinance will address definitions and covered units,
exemptions, the allowable rent increase formula, notice requirements, petitions and
appeals processes, enforcement and penalties, and data reporting and registry
requirements. After comprehensive review by the internal City staff team, the draft Rent
Stabilization Ordinance and accompanying fact sheets will be published for public review.
A 30- to 45-day public review window will be launched, during which staff will present at
community meetings, events and listening sessions, as well as facilitate online public
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comment tools. The consultant will document and categorize the feedback received, and
staff will prepare an initial response-to-comments matrix to guide the subsequent revision
process.

During May 2026, staff will refine the draft ordinance based on public input and prepare
the staff report and presentation for the Ordinance Committee. An internal implementation
readiness assessment will also be completed during this phase, examining staffing
needs, IT system requirements, and enforcement strategy. In June 2026, the draft
ordinance will be presented to the Ordinance Committee for review and direction, with
revisions incorporated as needed. The ordinance and rental registry component will also
be presented to the Planning Commission for advisory review, and Planning Commission
recommendations will be incorporated into the final draft. Staff will prepare the final
Council staff report, Q&A briefs, and supporting materials for the Council adoption
process.

The draft Rent Stabilization Ordinance is targeted for presentation to City Council at the
end of June, with a second reading and final adoption to follow in July. Following
ordinance adoption, the August through October 2026 period will focus on implementation
planning, including staffing and training for program administration, development of the
rental registry system, sustained support for the Access to Counsel program funding and
partnerships, and procurement or expansion of mediation and enforcement resources. A
comprehensive public education campaign will be developed and launched, covering
landlord and tenant rights and responsibilities, registry onboarding instructions,
enforcement mechanisms, and available repair incentives and mediation services.
Performance metrics and a reporting schedule will be established to enable ongoing
program monitoring and evaluation. The Rent Stabilization Program is targeted for full
launch in January 2027.

Alternative Path: November 2026 Ballot Measure

In addition to the Council-adopted pathway described throughout this report, it was raised
during the community focus groups that Council may wish to consider placing a Rent
Stabilization measure on the November 4, 2026 General Election ballot. Pursuing a ballot
measure is an alternative method for the adoption of an ordinance— the two paths can be
pursued in parallel up to the point of the Council resolution placing the measure on the
ballot.

Direction on the key policy elements outlined in this report would be necessary whether
the Council chooses to adopt an ordinance or place a measure on the ballot in November
2026. To place a measure on the November ballot, the Council would still need to review
and finalize a draft ordinance in June that would then be forwarded to the County registrar
of voters before the required deadlines for the November election.
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BUDGET/FINANCIAL INFORMATION:

The initial costs for development of the Rent Stabilization Program are primarily
associated with retaining the technical specialist/consultant to assist City staff with
research, analysis, and ordinance drafting (not to exceed $65,105). Beyond the significant
commitment of staff time from the City Administrator's Office, City Attorney's Office,
Finance, and Communications, additional direct costs are not anticipated until
implementation of the program. Implementation costs will be presented to Council as part
of the fiscal impact analysis to be completed as part of Ordinance adoption.

Staff notes that the City is currently projecting a General Fund deficit of approximately
$14.8 million in Fiscal Year 2027. Program design should therefore minimize ongoing
administrative costs to the extent possible while maintaining effectiveness. Options such
as using a professional hearing officer (rather than a full board), leveraging existing
business tax certificate infrastructure for a rental registry, and phasing staffing additions
will all be evaluated for cost efficiency. Potential funding mechanisms including program
registration fees will also be analyzed.

PREPARED AND
SUBMITTED BY: Barbara Andersen, Sr. Assistant to the City Administrator

APPROVED BY: Kelly McAdoo, City Administrator



