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Chairman Duffy, Ranking Member Cleaver and members of the Subcommittee, on behalf of 
myself and Continental Properties Company, thank you for this opportunity to testify on the 
regulatory barriers to affordable multifamily development.  I appreciate your efforts to examine 
this multifaceted problem and your recognition of the challenges facing the developers of 
apartment housing today. 

I am James Schloemer, a founder of the company, and its Chairman and Chief Executive.  
Continental Properties Company, Inc. was founded in 1979 by three 20 year-old college students 
in a small Wisconsin community and originated as a residential and commercial real estate 
brokerage.  Over time, the company began developing retail, hotel and apartment properties.  
Today, Continental Properties is the eighth largest apartment developer in the United States 
according to the National Multifamily Housing Council’s annual list of largest developers.  The 
company is headquartered in Menomonee Falls, Wisconsin, a short distance from downtown 
Milwaukee and employs over 120 professionals at its home office and over 220 property 
management professionals at locations throughout 14 states. 

I received a B.S. in Accounting from Valparaiso University in Valparaiso, Indiana and an MBA 
with a concentration in Finance from the University of Chicago.  I am an officer of the National 
Multifamily Housing Council and a member of the International Council of Shopping Centers.  I 
also served on a developer advisory board for Starwood Hotel’s launch of the aloft and Element 
hotel brands. 

In addition to my work in real estate development, I am a director of Park Bank in Milwaukee 
and West Bend Mutual Insurance Company, also headquartered in Wisconsin.  I am also 
Chairman of the Board of Whole Child International, a Los Angeles based foundation serving 
the needs of institutionalized children in Central America and a past trustee of the Milwaukee 
Art Museum and the Milwaukee Repertory Theater. 

 

The Role of Apartment Development in Housing Affordability 

 

A healthy housing market includes a diversity of housing options both rental and for-sale, 
multifamily and single-family.  More broadly, there is a well-established relationship between a 
community’s well-being and economic strength and the availability of suitable and affordable 
housing.  Apartments have an important role in meeting these housing needs nationwide and 
play a fundamental part in ensuring housing affordability. 

Continental Properties’ business model is somewhat unique among national apartment 
development firms.  Specifically, we view ourselves as a “production builder” of workforce 
attainable apartment homes, delivering over 3000 new apartments each year.  Contrary to the 
recognized expansion of multifamily development in urban core markets, our branded “Springs 
Apartment Community” homes are located only in suburban and second tier markets 
(Attachment A). We believe that these markets are some of the most underserved in terms of 
affordable housing supply and are within reasonable distance of primary employment 
generators.   For cost efficiency, we maintain our prototypical two- and three-story building 
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designs for all locations with variation in exterior finish materials to complement local building 
styles and tastes. 

By carefully following this production model to control costs, 51 percent of the apartments in 
our leased portfolio are offered at rents that are affordable to households earning just 80 
percent of the Area Median Income (AMI) (per HUD affordability standards).  This portfolio 
consists of nearly 12,000 apartment homes in 14 states.  Our apartments are not subsidized by 
any federal, state or local programs.  It is important to point out however, that nearly all of our 
completed apartment communities are financed with mortgages issued through a Government-
Sponsored Enterprise (GSE) - Fannie Mae and Freddie Mac (one property is financed with a 
HUD 221(d)4 mortgage).  Our ability to deliver new, workforce attainable housing has been 
advanced by the availability of these GSE-sponsored mortgages and in our long history of 
securing GSE-sponsored debt, we have never missed a payment or been in default on mortgage 
terms. 

In our efforts to expand the number of apartments that can be offered at rents affordable to 
households earning 80 percent of AMI, we examined the rents necessary IF we could realize a 5 
percent reduction in our development costs - a conservative estimate of savings through modest 
reduction in regulatory burden.  We believe that a 5 percent reduction in our 
development costs would allow us to offer 62 percent of our apartments at rents 
affordable to households at that 80 percent of AMI income level (Attachment B). 

 

The State of Wisconsin’s Apartment Market 

 

The apartment industry including developers, owners, managers and our residents contribute 
over $10 billion to the Wisconsin economy annually.  Building 100 new apartments in the state 
generates over $15 million to the Wisconsin economy and supports over 100 jobs.  Our company 
has developed 500 new apartment homes in Wisconsin in the past two and a half years. 

Forty-five percent of occupied apartments in Wisconsin were built before 1980, making it likely 
that many will need renovation or replacement in the coming years.  Overall, research shows 
that Wisconsin needs to add 49,000 apartments by 2030 at a variety of price points in order to 
meet housing demand. 

When we look at just the Milwaukee metro area, affordability is a critical need as approximately 
half of the renter households (51 percent) earned less than $35,000.1  In addition, 38 percent of 
Milwaukee rental households already pay 35 percent or greater of their income towards rent.2  
Overall, in addition to the demand for new apartment units, the demand for renovation of the 
existing apartment stock in Milwaukee is expected to be strong—60 percent of apartments in the 
Milwaukee metro area were built before 1980.3 

 

                                                           
1 U.S. Census Bureau, 2016 American Community Survey. 
2 Id. 
3 Hoyt Advisory Services, NMHC/NAA. 
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Barriers to Multifamily Development 

 

The apartment industry can be a robust economic engine that provides high-quality, affordable 
housing and lasting job growth.  However, the ability of our sector to deliver these benefits 
depends on collaboration and partnership at all levels of government.  The cost to develop 
apartment homes has increased at a dramatically faster pace than rent rate increases in all 24 
states in which we do business.  This is obviously a trend that cannot be sustained.  As the 
affordability of housing is already strained, development costs must be controlled in order to 
create needed and affordable housing throughout the United States. 

A range of outdated, unnecessary and overly burdensome policies create significant barriers to 
the development of apartment properties.  The resulting impacts increase the cost of apartment 
development and construction, exacerbate supply constraints and ultimately raise the necessary 
monthly rent of apartment homes.  Easing regulatory and other policy obstacles in apartment 
production is a critical consideration as policymakers explore solutions to close the affordability 
gap in America’s housing. 

Our company has experienced widespread and recurrent impediments to cost-conscious 
apartment development and we are all too familiar with the consequences of needless delay and 
regulation.  Importantly, some commonplace hurdles are deliberately intended to deter 
multifamily development and further the ideas of NIMBYISM (“Not In My Back Yard”), which 
explicitly oppose new apartment development in many communities.  Support from 
policymakers, along with educational and planning tools, can help promote the acceptance of 
apartments and demonstrate the benefits of multifamily development. 

However, even well-intentioned policies can inhibit apartment development and increase costs.  
We hope that in raising these issues, we can begin on a path of resolution and improve the state 
of apartment housing nationwide. 

  

Barriers in Wisconsin 

 

In Wisconsin alone, we faced a range of situations that interrupted the construction and 
development process and increased costs.  For example:   

• One city required the entire cost of a traffic signal to be paid by our project in lieu of a 
cost-sharing approach with adjacent property owners – adding $300,000 to project 
costs; 

• One city required the upsizing of a water main for an unknown future development 
unrelated to our project – adding $130,000 to project costs; 

• A municipality delayed review of our project plans after their staff arbitrarily assigned a 
higher priority to other projects that they felt were more high profile;  
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• We were required to construct a large amount of road and utility infrastructure based on 
an outdated comprehensive plan despite a lack of planned development; 

• Jurisdictions sometimes demand unexpected design and construction elements that can 
raise costs by tens of thousands of dollars like one city that required a project to add 
$30,000 in concrete pump pads for remote fire protection and alter hand rails – costing 
an additional $8000;  

• Some municipalities in the State have very high service connection fees that undermine 
the financial feasibility of the project; and 

• A municipality would not support re-zoning of a commercially zoned tract and required a 
market study to prove the need for housing, despite lack of commercial demand for the 
site. 

 

Prevalent Barriers to Multifamily Development 

 

The challenges we have encountered in Wisconsin are emblematic of the harsh and often 
counter-productive development conditions we face around the country.  While there are a large 
variety of policies that can interfere with the development of apartment communities, several 
issues present on-going and recurring setbacks. 

 

 Zoning, Project Approval and Permitting 

Apartment development is subject to an array of complex project approvals and permitting.  
While jurisdictional zoning laws often permit single-family development by-right, multifamily 
projects commonly require unique approvals and/or variances.  Moreover, the local approval 
process is frequently structured to allow for arbitrary interpretation on the part of permitting 
officials and fairly open-ended community demands, which leads to inconsistent and uncertain 
results.  In particular, the lack of uniform interpretations of jurisdictional requirements, coupled 
with individualized decision-making by code, planning and other jurisdictional staff, allows for 
potentially costly delays and unpredictable conclusions. 

• In Colorado, a newly assigned permitting official contradicted a previous official’s 
approval of the allowable height of retaining walls.  This reconsideration added one 
month to the project schedule and increased project costs by approximately $660,000. 

• In another Colorado project, understaffing and erratic decision-making added eight 
months to our approval process.  Coupled with particularly onerous submittal 
requirements and delayed reviews, our total project costs increased by 3.5 percent due to 
an inflation of construction costs. 

• Three weeks prior to closing, a Colorado city informed us that they “accidently” approved 
the incorrect street section as part of the City’s Public Improvement Plan.  We were 
required to expedite the re-engineering of our plans which had a cost of approximately 
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$5000 and the construction costs for the off-site work increased by approximately 
$50,000. 

• In Tennessee, we were subject to a decision by three municipal agencies who could not 
agree on the off-site improvements required for the project.  This added eight months to 
the project schedule and cost $265,000.  Due to the delay, the total project budget was 
increased 2.54 percent due to the inflation of construction costs. 

• In Texas, one municipality revised three of its zoning districts to specifically exclude 
multifamily as a permitted use. 
 

• In Minnesota, a municipality with no existing multifamily homes rejected a re-zoning of 
a commercial site.  The municipality was not acting in compliance with the state’s growth 
plans. 
 

• In Georgia, one municipality would not support the re-zoning of a site due to a higher 
percentage of already existing multifamily housing.  This jurisdiction had a “guideline” 
capping multifamily development at no more than 20 percent of their housing stock. 

 

 Infrastructure  

Successful housing development requires suitable and reliable infrastructure.  Yet, communities 
nationwide struggle with aging and inadequate transportation, water, sewage and other public 
systems.  At the same time, jurisdictions facing serious deficits in infrastructure funding are 
increasingly looking to pass improvement costs along to developers.  While some infrastructure 
enhancements on or around a development site may be mutually-beneficial, jurisdictions 
sometimes exploit developer resources, and by extension renter household expenditures, 
making project approvals contingent on ever-increasing infrastructure investments. 

• In Illinois, one city required us to build a public street through our site increasing the 
total project costs by $1.2 million.  Additional improvements required to an existing road 
beyond our site cost another $63,000. 

• Another Illinois city required the re-painting of brand new fire hydrants adding $3500 to 
the project. 

 

 Building Codes and Design Standards 

Apartment developers recognize the important role that building codes play in ensuring the 
construction and development of safe and structurally sound properties.  However, onerous 
code requirements unnecessarily raise the cost of construction.  Similarly, arbitrary restrictions 
or mandates on dwelling unit size, project density, building height or site features like parking 
minimums can stymie new multifamily development or significantly increase design and 
construction costs. 

• In Florida, we were required to add approximately 105 sq.ft. to our studio apartments, 
despite robust acceptance of the original unit size in other jurisdictions and demand for 
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the smaller studio in the marketplace, to meet a minimum unit square footage 
requirement of 700 sq.ft. – increasing project costs by approximately $410,000. 

• Subsequent to plan approvals and permit issuance, a Florida city imposed additional 
sprinkler requirements with an additional project cost of $110,000. 

 

 Accessibility 

Apartment providers have responsibilities under both the Americans With Disabilities Act 
(ADA) and the Fair Housing Act (FHA) to ensure accessibility in apartment communities by 
including particular building and site design features in our properties.  We strongly support the 
goals of the Acts, but have concerns about specific compliance and enforcement aspects that 
drive up the cost of construction. 

Compliance with federal accessibility laws is so complex that apartment developers, including 
Continental, must employ expert consultants to guide our efforts.  Even with this specialized 
support, we face numerous compliance challenges and legal risks.  For example, the law fails to 
properly consider the challenges presented by sites with difficult topographical features.  Under 
the FHA, a site must be graded to meet exacting slope requirements.  While federal sources 
recognize that this may be impractical on certain sites, exemptions are rarely, if ever, granted.  
This leaves developers with the choice of ignoring otherwise desirable sites or devoting 
significant resources to modify an entire site’s topography.  Regardless of a site’s natural 
topography, FHA requires an “accessible pathway,” defined as a slope not exceeding 2 percent, 
to and from every ground floor apartment to all areas of the community.  This contrasts with 
single-family subdivisions which have no such requirement for any of the homes. 

Additionally, developers are limited by the construction materials available, such as pavement 
that is subject to heaving, cracking and other changes that can complicate site conditions.  
Equipment calibration and deviations also create limitations on precise and consistent 
measurements, yet the necessary construction tolerances are not recognized nor is the age of 
improvements considered in accessibility enforcement actions. 

However, we think there are opportunities for meaningful change within the Acts that alleviate 
barriers for housing developers while continuing to ensure property accessibility.  For example, 
policymakers could reduce the percentage of units required for compliance under the FHA.  
Today, developers face a heavy burden to construct all first-floor units in an accessible manner 
and on an accessible route.  This alone can deter apartment firms from selecting certain sites.  
Consider this development illustration: 

• In addition to FHA requirements, many local codes require at least two percent of first 
floor homes to be constructed with enhanced accessibility features “ADA homes.” 

• A typical Continental apartment community contains 300 units across twelve to 
fifteen buildings on an 18-acre site. It includes a clubhouse and pool.  If the 
community is in a jurisdiction requiring two percent ADA homes, six of the 300 units 
are ADA homes and are in four different buildings. 

• Of the remaining 294 homes, 140 homes are first floor homes required to comply with 
the FHA (as currently drafted).  Those 140 homes and the amenities are connected by 
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an interwoven network of sidewalks comprising the “accessible route” that can be over 
one mile in length. 

Under this fact pattern, the FHA would require our firm to eliminate grade and level changes 
throughout the site and eliminate stairs along the accessible routes.  In Continental’s 39-year 
history, we have found no market demand for such a high percentage of accessible homes.  If 
FHA compliance could be reached by constructing a more practical percentage of accessible 
units – say 30 percent of ground floor homes – project costs would be significantly reduced 
while still serving the needs of our disabled residents and guests. 

 

Conclusion 

 

Housing affordability is a critical need nationwide.  I applaud the Subcommittee’s efforts to 
address this problem and identify the regulatory barriers to new multifamily development.  
Policymakers at every level of government have a role to play in removing obstacles to housing 
production, easing costs and creating a supportive environment for the providers of apartment 
homes.  The apartment industry is committed to providing high-quality and attainable housing 
for all Americans.  Using a combination of incentive-based programs, streamlined regulatory 
burdens and innovative solutions, we stand ready to work with Congress to achieve these goals. 
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