
   
 

 1 

Memorandum 
 
To:   Alexandria Zoning for Housing Team 
 
From:  Anita Morrison 
  Abigail Ferretti 
  Partners for Economic Solutions 
 
Subject: Analysis of Incomes Required to Purchase/Rent New Units in Small Area 

Plan Areas 
 
Date:  September 1, 2023 

 
The City of Alexandria has undertaken “Zoning for Housing” and “Housing for All” 
initiatives to expand housing production and affordability while reducing impediments to 
fair housing.  The City is now investigating potentials for increasing development in 
traditional single family zoned neighborhoods through new provisions for Expanding 
Housing Opportunities (EHO) at different price points as well as increasing opportunities 
for multi-unit dwellings city-wide.  PES was asked to calculate the incomes required to be 
able to afford to buy or rent new housing of different types and sizes. 
 
Given the wide range of pricing and rents across the city, it is important to consider income 
requirements on a small area basis; this analysis uses Small Area Plan (SAP) areas1 
(shown in Map 1) to illustrate the likely variation.  As background, PES reviewed median 
assessed values for single-family houses by SAP area.  To adjust for the difference between 
assessed values and market value for newly built units, prices per square foot have been 
inflated by 15 percent. which show a range from $768,000 to $1,993,000 in market value 
and $426 to $1,294 in average market value per square foot, as shown in Appendix Table A-
1.  Average rents by SAP area (shown in Appendix Table A-2) were drawn from CoStar’s 
comprehensive inventory of multi-family units in the city and inflated by five percent to 
allow for a premium for newly built units.  Rents for townhouse typologies, two-families and 
triplexes were increased to account for larger unit and lot sizes. 
 

 
1 SAP areas with single family zoned neighborhoods include North Ridge/Rosemont, Potomac West, 
Seminary Hill/Strawberry Hill, Taylor Run, and half of Alexandria West. 
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Map 1. Small Area Plan Areas 

 
 
The models estimating incomes required to afford new homes developed as multi-unit 
dwellings test the following prototype units: 
 

• Two-family unit with three bedrooms and 1,800 square feet per unit;  
• Triplex unit with three bedrooms and 1,300 square feet per unit;  
• Quadplex unit with two bedrooms and 1,200 square feet per unit;  
• Six-plex unit with two bedrooms and 900 square feet per unit; and  
• Townhouse typology with three bedrooms and 1,800 square feet. 

 
Estimated average prices for these prototypical units are shown in Table 1.  They are 
compared to the average value of existing single family detached units, increased by 15 
percent to account for the difference between assessed and market prices and for a five-
percent premium for new construction.  Prices for multi-unit dwellings are estimated based 
on a percentage of the average value per square foot for single family houses (shown in 
Appendix Table A-1) by SAP area. 
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Table 2 shows average rents for each of the prototypical EHO units.  Rents for EHO units 
are estimated based on median rents for two- and three-bedroom units adjusted for size by 
SAP area. 
 
Townhouse typology rents are estimated at 125 percent of the market rent for three-
bedroom apartments.  Duplexes carry an estimated five-percent premium over the 
townhouse rents. Triplex rents are estimated at 110 percent of the market rent for three-
bedroom apartments.  Quadplex rents are estimated at 105 percent of the market rent for 
two-bedroom apartments, and the rent per square foot for a unit in a six-plex is estimated 
at 105 percent of the quadplex rent per square foot. 
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The basic affordability models assume: 
 

• 35 percent of income affordability standard for total housing costs (mortgage 
principal and interest, taxes and insurance) for ownership units; 

• 30 percent of income affordability standard for total housing costs (rent and utilities) 
for rental units; 

• 10-percent downpayment for ownership units; 
• 6.9-percent interest rate on a 30-year mortgage; 
• $1.11 per $100 of assessed value real estate tax rate;  
• $0.72 average insurance cost per square foot;  
• $125 monthly homeowners’ association or condo fees; and 
• $105 to $130 in average monthly utility costs for two- and three-bedroom units. 

 
Note that many buyers bring larger downpayments from sales of other homes and other 
resources such as family loans and inheritances.  Such buyers could have lower incomes 
than those estimated under these assumptions.  For example, a 25-percent downpayment 
on a $900,000 duplex would reduce the required income from $219,000 with a 10-percent 
downpayment to $189,000.  A reduction in interest rates as inflationary pressures ease also 
would reduce the required incomes for prospective homebuyers.  A 6.0-percent interest rate 
for that same $900,000 duplex would reduce the required homebuyer income from $219,000 
to $202,000 with a 10-percent downpayment. 
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Opportunities for lower-income buyers could be achieved through downpayment assistance 
programs, below-market mortgage interest rates, and/or tax exemptions for low-income, 
elderly and disabled residents.   
 
Table 3 summarizes the required incomes for smaller for-sale units developed under multi-
unit dwelling zoning as well as the comparable income required to buy a single family 
house. 
 

 
 
Table 4 shows the household incomes required to rent the different prototypical multi-unit 
dwellings by SAP area. 
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