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S.237 

An act relating to promoting affordable housing 

It is hereby enacted by the General Assembly of the State of Vermont:  

* * * Municipal Zoning * * * 

Sec. 1.  24 V.S.A. § 4382 is amended to read: 

§ 4382.  THE PLAN FOR A MUNICIPALITY 

(a)  A plan for a municipality may be consistent with the goals established 

in section 4302 of this title and compatible with approved plans of other 

municipalities in the region and with the regional plan and shall include the 

following: 

* * * 

(4)  A utility and facility plan, consisting of a map and statement of 

present and prospective community facilities and public utilities showing 

existing and proposed educational, recreational, and other public sites,; 

buildings and facilities, including hospitals, libraries, power generating plants 

and transmission lines,; water supply, lines, facilities, and service areas; 

sewage disposal, lines, facilities, and service areas; refuse disposal, storm 

drainage, and other similar facilities and activities,; and recommendations to 

meet future needs for community facilities and services, with indications of 

priority of need, costs, and method of financing. 

* * * 
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(10)  A housing element that shall include a recommended program for 

addressing low and moderate income persons’ housing needs as identified by 

the regional planning commission pursuant to subdivision 4348a(a)(9) of this 

title.  The program should account for permitted accessory dwelling units, as 

defined in subdivision 4412(1)(E) shall comply with the requirements of 

section 4412 of this title, which to provide affordable housing. 

* * * 

Sec. 2.  24 V.S.A. § 4412 is amended to read: 

§ 4412.  REQUIRED PROVISIONS AND PROHIBITED EFFECTS 

(a)  Notwithstanding any existing bylaw, the following land development 

provisions shall apply in every municipality: 

(1)  Equal treatment of housing and required provisions for affordable 

housing. 

* * * 

(D)  Bylaws shall designate appropriate districts and reasonable 

regulations for multiunit or multifamily dwellings.  No bylaw shall have the 

effect of excluding these multiunit or multifamily dwellings from the 

municipality.  Within any regulatory district that allows multiunit residential 

dwellings, no bylaw shall have the effect of prohibiting multiunit residential 

dwellings of four or fewer units as an allowed, permitted use, or of 

conditioning approval based on the character of the area.   
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(E)  Except for flood hazard and fluvial erosion area bylaws adopted 

pursuant to section 4424 of this title, no bylaw shall have the effect of 

excluding as a permitted use one accessory dwelling unit that is located within 

or appurtenant to an owner-occupied a single-family dwelling on an owner-

occupied lot.  A bylaw may require a single-family dwelling with an accessory 

dwelling unit to be subject to the same review, dimensional, or other controls 

as required for a single-family dwelling without an accessory dwelling unit.  

An accessory dwelling unit means an efficiency or one-bedroom apartment a 

distinct unit that is clearly subordinate to a single-family dwelling, and has 

facilities and provisions for independent living, including sleeping, food 

preparation, and sanitation, provided there is compliance with all the 

following: 

(i)  The property has sufficient wastewater capacity. 

(ii)  The unit does not exceed 30 percent of the total habitable floor 

area of the single-family dwelling or 900 square feet, whichever is greater. 

(iii)  Applicable setback, coverage, and parking requirements 

specified in the bylaws are met. 

(F)  Nothing in subdivision (a)(1)(E) of this section shall be construed 

to prohibit: 

(i)  a bylaw that is less restrictive of accessory dwelling units; or 
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(ii)  a bylaw that requires conditional use review for one or more of 

the following that is involved in creation of an accessory dwelling unit: 

(I)  a new accessory structure; 

(II)  an increase in the height or floor area of the existing 

dwelling; or 

(III)  an increase in the dimensions of the parking areas 

regulates short-term rental units distinctly from residential rental units. 

* * * 

(2)  Existing small lots.  Any lot that is legally subdivided, is in 

individual and separate and nonaffiliated ownership from surrounding 

properties, and is in existence on the date of enactment of any bylaw, including 

an interim bylaw, may be developed for the purposes permitted in the district 

in which it is located, even though the small lot no longer conforms to 

minimum lot size requirements of the new bylaw or interim bylaw. 

(A)  A municipality may prohibit development of a lot not served by 

and able to connect to municipal sewer and water service if either of the 

following applies: 

(i)  the lot is less than one-eighth acre in area; or 

(ii)  the lot has a width or depth dimension of less than 40 feet. 

* * * 

(b)  Inclusive Development. 
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(1)  Except in a municipality that has reported substantial municipal 

constraints in accordance with subdivision (b)(2) of this section and 

notwithstanding any existing bylaw other than flood hazard and fluvial erosion 

area bylaws adopted pursuant to section 4424 of this title, the following land 

development provisions shall apply in every municipality: 

(A)  No bylaw shall have the effect of prohibiting the creation of 

residential lots of at least: 

(i)  10,890 square feet or one-quarter acre within any regulatory 

district allowing residential uses served by and able to connect to a water 

system operated by a municipality; or 

(ii)  5,400 square feet or one-eighth acre within any regulatory 

district allowing residential uses served by and able to connect to a water and 

sewer system operated by a municipality.   

(B)  The appropriate municipal panel or administrative officer, as 

applicable, shall condition any subdivision approval on obtaining a State 

wastewater permit pursuant to 10 V.S.A. chapter 64. 

(C)  No bylaw shall have the effect of prohibiting or requiring 

conditional use approval for a two-unit dwelling on any lot within any 

regulatory district allowing residential uses served by and able to connect to a 

water and sewer system operated by a municipality to any greater extent than a 

one-unit dwelling would be prohibited or restricted within such district with no 
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additional review, dimensional, or other controls than would be required for a 

single-family dwelling without a second unit. 

(D)  When a bylaw establishes a parking minimum for residential 

properties, each residential parking space that will be leased separately from 

residential units shall count as two spaces for purposes of meeting the parking 

minimum for any proposed development located within a half mile of a transit 

stop.  The parking space lease costs shall be reasonably proportional to the 

production, operation, and maintenance cost of the space to reduce generalized 

subsidy of leased spaces by other residents.  A municipality may condition the 

municipal land permit on continuation of the separate leasing of parking spaces 

and residential units.   

(2)  A municipality may opt out of the requirements of subdivision (1) of 

this subsection by filing a Substantial Municipal Constraint Report with the 

Department of Housing and Community Development.   

(A)  The Substantial Municipal Constraint Report shall demonstrate 

that: 

(i)  the municipality’s bylaws comply with all of the requirements 

of subsection (a) of this section; and 

(ii)  the municipality has documented substantial municipal 

constraints on its municipal water, municipal sewer, or other services that 
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prevent the adoption of bylaws that conform to the requirements of subdivision 

(1) of this subsection (b).   

(B)  On or before January 1, 2021, the Department of Housing and 

Community Development shall provide a template and guidance on the form 

and content of the Substantial Municipal Constraint Report. 

(C)  The Department of Housing and Community Development shall 

post all Substantial Municipal Constraint Reports on the Department’s website, 

and shall promptly provide a copy to the municipality’s regional planning 

commission, the State program directors for municipal and water sewer 

funding, the Vermont Community Development Board, the Vermont 

Downtown Development Board, the Vermont Housing and Conservation 

Board, and the Natural Resources Board, as well as any person requesting 

notice.  Any person may provide comment on the municipality’s report to the 

Commissioner of Housing and Development within 60 days of the filing.  The 

Department shall post all comments with the Report on the Department’s 

website. 

(D)  A municipality that has filed a Substantial Municipal Constraint 

Report shall update the Report each time it updates its municipal plan or 

bylaws.  Failure to update the Report shall disqualify the municipality from the 

incentives identified in subdivision (3) of this subsection (b) and may subject 
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the municipality to review by the Commissioner of Housing and Community 

Development pursuant to section 4351 of this title. 

(3)  Incentives and funding. 

(A)  On or before July 1, 2021, any municipality that requests 

technical assistance from a regional planning commission to update local 

bylaws to address inclusionary growth as described in subdivision (1) of this 

subsection (b) shall receive priority technical assistance through additional 

funding made available to the applicable regional planning commission by 

section 4306 of this title or municipal funding made available through the 

Municipal Planning Grant Program established by section 4306 of this title and 

may use resources developed by the Department of Housing and Community 

Development to assist with the updates. 

(B)  The following State funding programs shall prioritize funding in 

municipalities that have updated their bylaws to comply with this subsection or 

are actively pursuing actions that will bring their bylaws into compliance with 

this section: 

(i)  State funding for Municipal Water and Sewer Systems; 

(ii)  Municipal Planning Grants under section 4306 of this title; 

(iii)  Vermont Community Development Program under 10 V.S.A. 

chapter 29, subchapter 1; and 
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(iv)  Neighborhood Development Area Historic Tax Credits under 

32 V.S.A. § 5930cc.   

(4)  Pursuant to 27 V.S.A. § 545, in a municipality that has adopted 

bylaws that comply with subdivision (1) of this subsection (b), deeds may not 

be restricted by covenants, conditions, or restrictions that conflict with the duly 

adopted municipal bylaws or policies.  This subsection shall not affect the 

enforceability of any existing deed restrictions.   

Sec. 3.  27 V.S.A. § 545 is added to read: 

§ 545.  COVENANTS, CONDITIONS, AND RESTRICTIONS OF  

            SUBSTANTIAL PUBLIC INTEREST 

Deed restrictions, covenants, or similar binding agreements added after 

July 1, 2020 that prohibit or have the effect of prohibiting land development 

allowed under the municipal bylaws in a municipality that has adopted a bylaw 

in accordance with 24 V.S.A. § 4412(b)(1) shall not be valid.  This section 

shall not affect the enforceability of any property interest held in whole or in 

part by a qualified organization or State agency as defined in 10 V.S.A. 

§ 6301a, including any restrictive easements, such as conservation easements 

and historic preservation rights and interests defined in 10 V.S.A. § 822.  This 

section shall not affect the enforceability of any property interest that is 

restricted by a housing subsidy covenant as defined by section 610 of this title 
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and held in whole or in part by an eligible applicant as defined in 10 V.S.A. 

§ 303(4) or the Vermont Housing Finance Agency.   

Sec. 4.  REPORT ON SUBSTANTIAL MUNICIPAL CONSTRAINTS 

On or before January 15, 2023, the Department of Housing and Community 

Development shall report to the General Assembly on any Substantial 

Municipal Constraint Reports received.  The report shall address the number of 

municipalities that have reported substantial municipal constraints, the nature 

of the constraints, the impact on the development of housing in those 

municipalities, and any steps the Department recommends towards reducing or 

eliminating constraints. 

Sec. 5.  [Deleted.] 

Sec. 6. [Deleted.] 

Sec. 7.  [Deleted.] 

Sec. 8.  [Deleted.] 

Sec. 9.  [Deleted.] 

Sec. 10.  [Deleted.] 

Sec. 11.  24 V.S.A. § 2793a. is amended to read: 

§ 2793a.  DESIGNATION OF VILLAGE CENTERS BY STATE BOARD 

* * * 
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(c)  A village center designated by the State Board pursuant to 

subsection (a) of this section is eligible for the following development 

incentives and benefits: 

* * * 

(4)  The following State tax credits for projects located in a designated 

village center: 

(A)  A State historic rehabilitation tax credit of ten percent under 32 

V.S.A. § 5930cc(a) that meets the requirements for the federal rehabilitation 

tax credit. 

(B)  A State façade improvement tax credit of 25 percent under 32 

V.S.A. § 5930cc(b). 

(C)  A State code improvement tax credit of 50 percent under 32 

V.S.A. § 5930cc(c) The Downtown and Village Center Tax Credit Program 

described in 32 V.S.A. § 5930aa et seq. 

* * * 

Sec. 12.  [Deleted.] 

* * * Tax Credits * * * 

Sec. 13.  32 V.S.A. § 5930aa is amended to read: 

§ 5930aa.  DEFINITIONS 

As used in this subchapter: 
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(1)  “Qualified applicant” means an owner or lessee of a qualified 

building involving a qualified project, but does not include a State or federal 

agency or a political subdivision of either; or an instrumentality of the United 

States. 

(2)  “Qualified building” means a building built at least 30 years before 

the date of application, located within a designated downtown or, village 

center, or neighborhood development area, which, upon completion of the 

project supported by the tax credit, will be an income-producing building not 

used solely as a single-family residence.  Churches and other buildings owned 

by religious organization may be qualified buildings, but in no event shall tax 

credits be used for religious worship. 

(3)  “Qualified code improvement project” means a project: 

(A)  to install or improve platform lifts suitable for transporting 

personal mobility devices, limited use or limited application elevators, 

elevators, sprinkler systems, and capital improvements in a qualified building, 

and the installations or improvements are required to bring the building into 

compliance with the statutory requirements and rules regarding fire prevention, 

life safety, and electrical, plumbing, and accessibility codes as determined by 

the Department of Public Safety; 

(B)  to abate lead paint conditions or other substances hazardous to 

human health or safety in a qualified building; or 
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(C)  to redevelop a contaminated property in a designated downtown, 

or village center, or neighborhood development area under a plan approved by 

the Secretary of Natural Resources pursuant to 10 V.S.A. § 6615a. 

(4)  “Qualified expenditures” means construction-related expenses of the 

taxpayer directly related to the project for which the tax credit is sought but 

excluding any expenses related to a private residence. 

(5)  “Qualified façade improvement project” means the rehabilitation of 

the façade of a qualified building that contributes to the integrity of the 

designated downtown or, designated village center, or neighborhood 

development area.  Façade improvements to qualified buildings listed, or 

eligible for listing, in the State or National Register of Historic Places must be 

consistent with Secretary of the Interior Standards, as determined by the 

Vermont Division for Historic Preservation. 

(6)  “Qualified Flood Mitigation Project” means any combination of 

structural and nonstructural changes to a building located within an area 

subject to the River Corridor Rule or within the flood hazard area as mapped 

by the Federal Emergency Management Agency that reduces or eliminates 

flood damage to the building or its contents.  The project shall comply with the 

municipality’s adopted flood hazard and river corridor bylaw, if applicable, 

and a certificate of completion shall be submitted by a registered engineer, 

architect, qualified contractor, or qualified local official to the State Board.  
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Improvements to qualified buildings listed, or eligible for listing, in the State 

or National Register of Historic Places shall be consistent with Secretary of the 

Interior’s Standards for Rehabilitation, as determined by the Vermont Division 

for Historic Preservation. 

(7)  “Qualified historic rehabilitation project” means an historic 

rehabilitation project that has received federal certification for the 

rehabilitation project. 

(7)(8)  “Qualified project” means a qualified code improvement, 

qualified façade improvement, or qualified historic rehabilitation project as 

defined by this subchapter. 

(8)(9)  “State Board” means the Vermont Downtown Development 

Board established pursuant to 24 V.S.A. chapter 76A. 

Sec. 13a.  32 V.S.A. § 5930cc is amended to read: 

§ 5930cc.  DOWNTOWN AND VILLAGE CENTER PROGRAM TAX 

                  CREDITS 

* * * 

(d)  Flood Mitigation Tax Credit.  The qualified applicant of a qualified 

flood mitigation project shall be entitled, upon the approval of the State Board, 

to claim against the taxpayer’s State individual income tax, State corporate 

income tax, or bank franchise or insurance premiums tax liability a credit of 

50 percent of qualified expenditures up to a maximum tax credit of $75,000.00. 
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Sec. 14.  [Deleted.] 

Sec. 15.  [Deleted.] 

Sec. 16.  [Deleted.] 

Sec. 16a.  [Deleted.] 

* * * Age-Specific Housing Study * * * 

Sec. 17.  STATEWIDE HOUSING STUDY 

(a)(1)  The Department of Housing and Community Development, in 

collaboration with the Department of Disabilities, Aging, and Independent 

Living, shall conduct a Statewide Housing Study to evaluate the current and 

projected needs for age-specific housing in Vermont. 

(2)  The Departments shall include recommendations for an age-specific 

housing plan and policies with measurable objectives that are focused on older 

Vermonters, in particular those with very low income or who are caregivers or 

living with disabilities. 

(b)  The Departments shall submit the Study to the Senate Committee on 

Economic Development, Housing and General Affairs and to the House 

Committee on General, Housing, and Military Affairs on or before January 15, 

2021. 
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* * * Short-term Rentals * * * 

Sec. 18.  SHORT-TERM RENTALS 

(a)  The Department of Housing and Community Development may 

exercise its authority under 3 V.S.A. § 844 to adopt emergency rules to collect 

sufficient data to allow the State to understand the impact of short-term rentals 

on the availability of housing in this State while balancing the privacy interests 

of short-term rental operators and their guests. 

(b)  On or before January 15, 2021, the Department shall submit a report to 

the Senate Committee on Economic Development, Housing and General 

Affairs and to the House Committee on General, Housing, and Military Affairs 

that includes: 

(1)  information concerning the data it collects pursuant to this section 

and in conjunction with any housing needs assessment the Department 

conducts in conjunction with the Vermont Housing Finance Agency and 

Vermont Housing and Conservation Board; 

(2)  a compilation of the legal frameworks adopted by U.S. states and 

municipalities to regulate short-term rentals; and 

(3)  recommendations for any statutory and municipal regulation of 

short-term rentals in this State. 



AS PASSED BY SENATE S.237 

2020 Page 17 of 22 

 

 

VT LEG #349463 v.1 

Sec. 19.  24 V.S.A. § 2291 is amended to read: 

§ 2291.  ENUMERATION OF POWERS 

For the purpose of promoting the public health, safety, welfare, and 

convenience, a town, city, or incorporated village shall have the following 

powers: 

* * * 

(29)  To regulate by means of an ordinance or bylaw the operation of 

short-term rentals within the municipality, provided that the ordinance or 

bylaw does not adversely impact the availability of long-term rental housing.  

As used in this subdivision, “short-term rental” means a furnished house, 

condominium, or other dwelling room or self-contained dwelling unit rented to 

the transient, traveling, or vacationing public for a period of fewer than 

30 consecutive days and for more than 14 days per calendar year. 

Sec. 20.  [Deleted.] 

* * * Mobile Home Parks * * * 

Sec. 21.  MOBILE HOME PARK INFRASTRUCTURE 

(a)  The Department of Environmental Conservation shall:  

(1)  assist the Town of Brattleboro and the Tri-Park Cooperative in the 

implementation of the Tri-Park Master Plan and Deerfield River & Lower 

Connecticut River Tactical Basin Plan, including through loan forgiveness or 

restructuring of State Revolving Loans RF1-104 and RF3-163 and additional 
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loans, to allow for the relocation of homes in the floodplain and improvements 

to wastewater and stormwater infrastructure needs;  

(2)  provide similar assistance to the extent possible to similarly situated 

mobile home parks that also have relocation or infrastructure needs; and 

(3)  identify statutory and programmatic changes necessary to assist in 

the implementation of the plans and to improve access and terms by mobile 

home parks and other small communities to the Clean Water Revolving Loan 

Fund, Water Infrastructure Sponsorship Program and the Drinking Water State 

Revolving Fund. 

(b)  On or before January 15, 2021, the Department shall report on actions 

taken and recommendations for statutory or programmatic changes to the 

Senate Committees on Economic Development, Housing and General Affairs 

and on Institutions and to the House Committees on General, Housing, and 

Military Affairs and on Corrections and Institutions. 

Sec. 22.  10 V.S.A. § 10 is amended to read: 

§ 10.  VERMONT STATE TREASURER; CREDIT FACILITY FOR LOCAL 

          INVESTMENTS 

(a)  Notwithstanding any provision of 32 V.S.A. § 433(a) to the contrary, 

the Vermont State Treasurer shall have the authority to establish a credit 

facility of up to 10 percent of the State’s average cash balance on terms 

acceptable to the Treasurer and consistent with prudent investment principles 
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and guidelines pursuant to 32 V.S.A. § 433(b)–(c) and the Uniform Prudent 

Investor Act, 14A V.S.A. chapter 9. 

(b)  The amount authorized in subsection (a) of this section shall include all 

credit facilities authorized by the General Assembly and established by the 

Treasurer, and the renewal or replacement of those credit facilities.  The 

Treasurer may use amounts available under this section to provide financing 

for infrastructure projects in Vermont mobile home parks and may modify the 

terms of such financing in his or her discretion as is necessary to promote the 

availability of mobile home park housing and to protect the interests of the 

State. 

* * * Vermont Housing Incentive Program * * * 

Sec. 23.  10 V.S.A. chapter 29, subchapter 3 is added to read:  

Subchapter 3.  Vermont Housing Incentive Program 

§ 699.  VERMONT HOUSING INCENTIVE PROGRAM  

(a)  Purpose.  Recognizing that Vermont’s rental housing stock is some of 

the oldest in the country and that much of it needs updating to meet code 

requirement and other standards, this section is intended to incentivize private 

apartment owners to make significant improvements to both housing quality 

and weatherization by providing small grants that are matched by the private 

apartment owner. 
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(b)  Creation of Program.  The Department of Housing and Community 

Development shall design and implement a Vermont Housing Incentive 

Program to provide funding to regional nonprofit housing partner organizations 

to provide incentive grants to private landlords for the rehabilitation and 

improvement, including weatherization, of existing rental housing stock.   

(c)  Administration.  The Department shall require any nonprofit regional 

housing partner organization that receives funding under this Program to 

develop a standard application form for property owners that describes the 

application process and includes clear instructions and examples to help 

property owners apply, a selection process that ensures equitable selection of 

property owners, and a grants management system that ensures accountability 

for funds awarded to property owners. 

(d)  Grant Requirements.  The Department shall ensure that each grant 

complies with the following requirements:   

(1)  A property owner may apply for a grant for improvements to not 

more than four rental units that are vacant, blighted, or otherwise do not 

comply with applicable rental housing health and safety laws.  

(2)  A property owner shall: 

(A)  match the value of a grant at least two-to-one with his or her 

own funds and not through in-kind services; 

(B)  include a weatherization component; and  
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(C)  comply with applicable permit requirements and rental housing 

health and safety laws. 

(3)  The Department and the property owner shall ensure that not fewer 

than half of the rental units improved with grant funds have rents that are 

affordable to households earning not more than 80 percent of area median 

income and remain affordable for not less than seven years. 

(4)  If a property owner sells or transfers a property improved with grant 

funds within seven years of receiving the grant, the property owner shall: 

(A)  repay the amount of the grant funds upon sale or transfer; or 

(B)  ensure that the property continues to remain affordable for the 

remainder of the seven-year period required in subdivision (3) of this 

subsection. 

(e)  As used in this section: 

(1)  “Blighted” means that a rental unit is not fit for human habitation 

and does not comply with the requirements of applicable building, housing, 

and health regulations. 

(2)  “Vacant” means that a rental unit has not been leased or occupied for 

at least 90 days prior to the date a property owner submits a grant application 

and remains unoccupied at the time the grant is awarded.   
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* * * Implementation of Incentives * * * 

Sec. 24.  IMPLEMENTATION 

The incentives and funding established in 24 V.S.A. §4412(b)(3) shall be 

available immediately to municipalities that adopt bylaws to comply with 

24 V.S.A. §4412(b)(1) prior to the effective date of July 1, 2023. 

* * * Effective Dates * * * 

Sec. 25.  EFFECTIVE DATES 

This act shall take effect on July 1, 2020, except in Sec. 2, 24 V.S.A. 

§ 4412(b) shall take effect on July 1, 2023. 


