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Multifamily Housing Property Tax Exemption (MFTE)

October 2019

Rachel Murata

Estimated two-year savings: $262 million No expiration date

Did the preference cause a net increase in multifamily housing development? 
Staff contracted with real estate economists to assess the impact of the preference on 
financial performance of prototypical new housing developments.
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Contractors developed a pro forma model for estimating 
the financial performance of developments
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Based on the input market conditions, each model estimates 
the rate of return for a given type of development



Roundtable – Alternative methods of evaluation July 2019 4

Results by type of development and market levels

12-year (affordable)

Mixed use midrise buildingMidrise buildingLow-rise building High-rise building

$1.15 $1.75 $2.75 $3.50

No exemption
8-year (market)

15% IRR
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4.1%

2.1%

0.5%

-1.0%
$1.15 $1.75 $2.75 $3.50

The benefit of the 12-year 
exemption shrinks as rents 

increase

Market 
conditions (rent 
per square foot)

Change to 
rate of return
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As rents increase, the 8-year 
exemption becomes more attractive

1.9%

1.0%

-0.3%

-0.9%
$1.15 $1.75 $2.75 $3.50

Market 
conditions (rent 
per square foot)

Difference 
between 8 
and 12 year 
exemption
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12-year 
exemption

Effect on development 
is inconclusive

•Some projects may have 
been feasible and others 
not.

•At least 12 cities perform 
some kind of financial 
analysis.

15.3

8-year 
exemption

Rate of 
return 

without the 
exemption

12%

Model 
estimate 

minimum to 
build

15%

13.1

20.4

11
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Housing may qualify as affordable 
even when above median market rent 
$2,639

Seattle 
(Pike Place)

$1,671

Seattle 
(Fremont)

$1,466

Renton

$1,303

Covington

$1,130

Federal 
Way

$1,095

Auburn

Median market rent

$2,160
County low-income 
affordable rent limit
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In a county with a median income of:

A household could qualify as low income at:

And they would pay up to:

If they made:

They would still pay:

Statutory affordable rent limits are not adjusted 
down to an individual household’s actual income 

$64,600

$51,680

$1,290 30%
Per month

$38,760

$1,290
Per month

40%


