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What is MFTE?

MFTE (Multifamily Housing Tax Exemption) programs are
property tax waiver programs enacted by cities and counties to
support local housing goals. Under Chapter 84.14 RCW, local
governments can give exemptions for new construction,
conversion, and rehabilitation of multifamily residential
improvements with at least four units.

Under these exemptions, a property owner does not have to
pay property taxes on the residential improvements for a given
number of years. The property owner still pays tax on the land
and on non-residential improvements like the commercial
portion of a mixed-use building.

Advantages

Cities and counties can give financial incentives to meet
housing goals without the need for direct funding. This can
support affordable housing but can also incentivize
market-rate housing in a way that complies with state
constitutional requirements.

Requirements in state law can be flexible and let cities and
counties tailor programs to meet policies. Some programs
consider on-site improvements, building requirements, or
mandates for services.

MFTEs are commonly used by developers across
Washington, who are often familiar with how they operate
and how to use them with projects.
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Who Uses MFTE?

More than 50 communities in
Washington have active MFTE
programs.

Over 61,000 new housing units have
been constructed using this
program. Over 11,000 of those units
were rent- and income-restricted
affordable housing.

Commerce provides support to local
jurisdictions implementing,
administering and making changes
to their MFTE programs.

You can always find the latest
information from Commerce at

commerce.wa.gov/mfte.

Agency contact:

Katherine Mitchell
MFTE PROGRAM MANAGER

Growth Management Services
katherine.mitchell@commerce.wa.gov
Phone: 360-725-2651
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https://app.leg.wa.gov/rcw/default.aspx?cite=84.14
https://commerce.wa.gov/mfte

Types of MFTE

MFTE programs are usually divided according to the
length of the program:

For an 8-year MFTE program, there are no
requirements for affordable housing, although some
cities provide their own requirements. Many
communities use this to promote market-rate
housing construction in neighborhoods where new
housing investment is needed.

A 12-year MFTE program must set aside at least 20%
of housing units for low- and moderate-income
households. Under the statute, household income is
based on Area Median Income (AMI), with households
with incomes at 80% of AMI or less considered “low
income”, and households at 115% of AMI or lower
“moderate income”. This MFTE is used for providing
affordable rental housing options, including choices
in market-rate private housing projects.

A 20-year MFTE program requires that 25% of units
be sold as permanent affordable housing for
households at 80% AMI or below, with a nonprofit or
government agency sponsoring the sale and
restrictions in place for resale to ensure long-term
affordability. This is a new option implemented in
2021 and is intended to be used to encourage
affordable housing homeownership. There is an
option for permanent affordable rentals (20% of units
for 99 years at 80% AMI or less) but a deadline for
passing this program restricts new programs.

Note that communities can also choose to impose
higher affordability requirements and include other
requirements for MFTE projects as well.

Considerations

MFTEs can result in either a loss of tax revenue
to the community, or a tax shift where other
property owners will pay more in taxes.

MFTE programs require staff time to conduct
regular monitoring, oversight, and reporting.
Regular updates can be necessary to make sure
the program provides a sufficient incentive to
maximize public benefits.
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