APARTMENT AND OF FICE BUILDING ASSOOATION

OF NETROPOLITAN WASHINGTON

Bill: SB 389 - Land Use - Transit-Oriented Development - Alterations
(Maryland Transit and Housing Opportunity Act)

Committee: Finance
Date: February 17, 2026
Position: Favorable

The Apartment and Office Building Association (AOBA) of Metropolitan Washington is a non-profit
trade association representing the owners and managers of more than 23 million square feet of
commercial office space and 167,000 apartment rental units in Montgomery and Prince George’s
counties. AOBA submits the following testimony in support of Senate Bill 389.

AOBA members support the Governor’s proposal that will increase the production of housing in the
state of Maryland. SB 389 will allow for the automatic designation of certain transit-oriented
developments as enterprise zones and require the Maryland Development Corporation to prioritize
certain redevelopment projects when making loans under the Strategic Infrastructure Revolving Loan
Program. Additionally, the bill will alter the authority of local legislative bodies to regulate land use
planning on land located near certain transit stations and allow for the delaying of the collection of
certain development excise taxes and development impact fees for certain residential real estate projects.

Developer Regulations Drive Cost Upwards

In the broader market, the multi-family residential industry is weak, and operating costs are rising. In
2022, the National Association of Home Builders (NAHB) and the National Multifamily Housing
Council (NMHC) reported that, on average, complying with government regulations totaled 40 percent
of the total development cost. Additionally, 87.5 percent of builders said they would avoid building in
jurisdictions with rent control.! Unfortunately, this trend is beginning to materialize, as building permits
in Montgomery and Prince George’s County are falling significantly.?

! https://www.nmhc.org/globalassets/research--insight/research-reports/cost-of-regulations/2022-nahb-nmhc-
cost-of-regulations-report.pdf
2 https://montgomeryplanning.org/wp-content/uploads/2025/10/MoCo-Economic-Indicators-Briefing-Q2-

2025_Final.pdf
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Figure 1. Average Cost of Regulation as a Percent of Total Multifamily Development Cost

Cost of applying for zoning approval, 3.2%

Costs when site work begins
(fees required, studies, etc.), 8.5%

Cost of land dedicated to the govt. or left unbuilt, 2.4%

Fees charged when building construction is authorized, 4.4% > Total:
40.6%

Costs of affordability mandates (e.qg. IZ)

Changes to building codes over
the past 10 years, 11.1%

Pure cost of delay

(if regulation imposed mo other cost), 0.5%
\\ Complying with OSHA /other labor regulations, 2.6%

The point is not theoretical; when returns are unpredictable, capital moves elsewhere. That can be seen
in the enactment of rent control in Montgomery County and Prince George’s County, which has
decimated the multifamily market.> A clear example of a municipality enacting rent stabilization, then
suffering from a drop off in investment, but moving quickly to solve the issue is St. Paul, MN. The city
enacted a strict rent stabilization law in November 2021, capping annual rent increases at 3% without
exemptions for new construction. As a result, new housing development permits fell an estimated 48%
the following year, prompting the City Council to amend the law to include a 20-year exemption.

If we are to provide Marylanders with greater market leverage through lower rents, we need to increase
the supply of units, as shown in the graphic below.*

For these reasons, AOBA requests a favorable report on Senate Bill 389. Please contact Hugo Cantu at
hcantu@aoba-metro.org with any questions or concerns.

3 https://montgomeryperspective.com/2026/01/06/moco-multifamily-permits-drop-96-percent-with-rent-
control/

4 https: //www.linkedin.com/posts/jay-parsons-a7a6656_housing-affordability-rent-activity-
7355974271938015232-
e7Dk?utm_source=social_share_send&utm_medium=member_desktop_web&rcm=ACoAABWJEZYBA8qMk6GRpFRI

cKdObBLDc8TKUOA
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Apartment Rents Slow Where Supply Goes, Grow Where It Doesn’t

T-12 Supply Change vs. Rent Change, Top 150 U.S. Markets, YE-June 2025
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Source: Waymaker research, RealPage Market Analytics




