SBAOR

Santa Barbara Association of REALTORS®

August 25, 2026

Councilmember Eric Friedman, Chair
Councilmember Wendy Santamaria
Councilmember Meagan Harmon
PO Box 1990

Santa Barbara, CA 93102

RE: Operational Sustainability Initiative and Funding for the Local Housing Trust Fund
Dear Chair Friedman and Councilmembers,

The Santa Barbara Association of REALTORS® (SBAOR) represents about 1,200 REALTORS® throughout
the South Coast and our mission includes engaging in real estate related community issues affecting our
members and/or their clients who are homeowners, housing providers, tenants, and commercial
owners.

As the Finance Committee considers both a residential vacancy tax and an increase in the Real Property
Transfer Tax (RPTT) as potential ongoing funding sources for the Local Housing Trust Fund (LHTF), we
believe several fundamental questions should be answered before either concept advances.

What are the legal risks of using a tax specifically to change how an owner uses private property? San
Francisco's experience raises serious concerns. In 2024, a Superior Court struck down its voter-approved
Empty Homes Tax and prohibited the City from enforcing it. Most recently, on August 24, 2026, a
California Court of Appeal issued a tentative opinion indicating the lower court's decision should be
upheld, concluding that the tax is preempted by California's Ellis Act. While the opinion is not yet final,
Santa Barbara should carefully consider whether it makes sense to invest staff time and public resources
developing a similar tax before this important California case is resolved.

How would a vacancy tax actually increase housing availability in Santa Barbara? Before pursuing a new
tax, the City should establish a clear connection between the behavior it seeks to change and the
housing outcome it expects to achieve. A home being unoccupied does not necessarily mean it is
available, or would become available, for long-term rental or purchase.

What behavior is the City trying to change, and what would success look like? If the tax is intended both
to fund the LHTF and change behavior, those objectives should be evaluated together. If the tax
successfully reduces vacancy, its revenue should decline. If it produces substantial ongoing revenue, that
may indicate it is not achieving its behavior-change objective. Changing behavior also does not
necessarily create housing; an owner could satisfy an occupancy requirement without adding a home to
the market.
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How would the City determine and enforce whether a home is “vacant”? Would homeowners be
required to report how their property is used each year? What information would be required to verify
occupancy, and how would exemptions, audits, and appeals be handled? The City should understand
both the administrative cost and the level of monitoring and reporting required before pursuing such a
program.

Rather than beginning with a tax, SBAOR encourages the City to consider a Vacant Housing Activation
Initiative focused on understanding and removing barriers that keep existing housing from being
occupied. The City could work voluntarily with property owners, REALTORS®, property managers, and
housing providers; expedite permits and inspections needed to return existing units to occupancy; and
explore incentives for voluntarily returning unused housing to long-term occupancy.

If the objective is behavior change, we should first make the desired behavior easier before making the
undesired behavior more expensive.

SBAOR also continues to oppose increasing the Real Property Transfer Tax. Earlier this year, the City
considered increasing the combined City and County transfer tax from $1.10 per $1,000 to as much as
$10.60 per $1,000 on transactions above $3 million. In Santa Barbara, that threshold can include long-
held family homes that have appreciated over decades, not simply luxury properties. Our previous
concerns remain. What has changed since Council considered this proposal earlier this year? Is a volatile,
transaction-dependent tax an appropriate ongoing funding source for the LHTF? And what impact would
a substantially higher transaction cost have on housing mobility, sales, and Santa Barbara's already-
limited inventory?

There is also an important tension between the two proposals. If a vacancy tax encourages an owner to
sell an unused property to someone who will occupy it, that would be a positive housing outcome. Why
then substantially increase the cost of that transaction through a higher transfer tax? Ultimately, both
proposals should be evaluated on more than the revenue they could generate. If the purpose of the
LHTF is to support housing, its funding mechanisms should not undermine housing availability, mobility,
or affordability in the process.

We respectfully ask the Finance Committee not to recommend advancing either tax until these
fundamental questions have been answered and to consider a Vacant Housing Activation Initiative as a
more constructive first step.

Sincerely,

e Oma

Jennifer Berger
2026 President
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