Tennessee Cities Have a New Housing Tool

THINK TENNESSEE Voluntary Zoning Incentives Will Help to Increase
Housing Opportunities for Tennesseans

Tennessee has a critical shortage of housing. While our state has experienced increased job growth in recent years, only
six homes have been built for every 10 new jobs created in the state over the past decade.! In addition to a significant
gap in housing supply, in 2023, 84% of renters with low incomes were cost-burdened—spending over 30% of their
income on housing. While 67.7% of Tennesseans are homeowners (which ranks 29th in the country), nearly 20% of
homeowners are cost-burdened.

Our ability to continue to attract and maintain good job opportunities for Tennesseans depends upon our ability to offer
quality housing for a wide variety of income levels. After July 1, 2024, Tennessee communities will be able to provide
incentives for housing investments that meet the needs of its workforce and families.

Tennessee communities now have one more tool in their toolbox to meet the demand for housing.

Cities and counties now have more flexibility to address their housing shortage.
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Voluntary Zoning Incentives are a powerful tool to provide
more affordable housing

«=C \/oluntary zoning incentives are offered by localities to developers
interested in providing more affordable housing options. Incentives may include

increases in density, reduced parking minimums, and reduced building setbacks
in exchange for more affordable rents or housing prices within developments.

Tennessee communities were previously prohibited from providing voluntary zoning incentives.

Local governments in Tennessee were prohibited from offering zoning incentives or conditions on developments “to be
sold or rented at below market rates.”v As a result, localities were limited to other tools (like public funding allocations or
land) to try to incentivize developers to build housing that is affordable for their communities—a challenge made more
difficult by increased costs of land and building materials.
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Voluntary incentives are an inexpensive and straightforward tool to reduce the cost of housing.

Local governments are able to lower construction costs and encourage developers to build more diverse housing.

Tennessee communities are now able to use incentives to promote housing development that is affordable, relieve the
pressure of the current housing market by increasing housing supply, encourage a higher rate of housing construction in
line with job growth, and create balanced and thriving communities where everyone can find a place to call home.

Voluntary zoning incentives can be tailored to the needs of each locality.

Tennessee cities and counties can reduce the cost of housing in their communities by offering the tools that make the
most sense for their needs.
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Zoning Incentives «=C Reduced Setbacks e=C Expedited Permitting
These allow developers to increase buildable These reduce the standard permitting
square footage on the full size of the lot, requirements for developers who opt
rather than a smaller footprint, in exchange to provide any level of affordability
for affordable housing units. within their developments.

Cities will implement voluntary zoning incentives in a series of steps.
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Voluntary zoning incentives are a critical tool that can help Tennessee communities decide how best to build housing
that meets the needs of residents and a growing workforce.

Local leaders in cities and counties across Tennessee are facing pressure to create housing options for their residents
and maintain the character of their communities. Voluntary incentives provide these leaders with additional tools to
encourage responsible housing development that will allow them to achieve their vision for growth and create a safe,
comfortable, and vibrant place for Tennesseans to call home.

iThis figure was calculated for a Statewide Housing Working Group using data from the U.S. Bureau of Labor Statistics, State and Area Employment, House, and Earnings (Annual Averages)
and U.S. Census Bureau, American Community Survey 1-year estimates from 2013-2022.

ThinkTennessee. State of our State Dashboard. See https:/www.thinktennessee.org/state-of-our-state/.

iiln 2018, the legislature amended Tenn. Code Ann. § 66-35-102 to prevent localities from offering zoning incentives to developers to build below-market rate units. Effective July 1, 2024, a
new law allows localities to provide these incentives.

Vln 2024, HB 2623/SB 2496 amended Tenn. Code Ann. § 66-35-102 by clarifying that the section does not preempt a voluntary attainable housing incentive program. https:/See wapp.
capitol.tn.gov/apps/Billinfo/Default.aspx?BillNumber=SB2496&GA=113.

vTenn. Code Ann. § 66-35-102. After July 1, 2024, this code section will no longer prohibit communities from offering voluntary incentives.
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