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R
ecent changes in Colorado law 

regulating accessory dwelling units 

(ADUs) and occupancy limits will, 

in theory, result in more affordable 

housing options and housing types to accom-

modate a variety of income ranges. House Bill 

24-1007 could result in additional housing 

options by eliminating residential occupancy 

limits in a single dwelling. House Bill 1152 

intends to incentivize construction of new 

accessory dwelling units (ADUs), also creating 

the potential for additional housing stock. 

Further, both the construction of ADUs and the 

elimination of occupancy limits create income 

opportunities for owners of residential real 

estate. This article explains the key provisions 

of each law and suggests opportunities for 

practitioners.

The Need for Statewide Law 
Regarding Occupancy Limits 
and ADUs
The recent laws addressing occupancy limits and 

ADUs aim to address housing needs in Colorado 

by permitting certain housing options statewide 

that previously may have been prohibited by 

local ordinances. 

ADUs provide for additional living quarters 

on single-unit detached dwelling lots. They 

typically have kitchen and bathroom facilities 

and may be attached or detached from the 

primary dwelling unit. In the early 20th century, 

ADUs, single-room occupancy units (SROs), and 

SRO hotels were fairly common and provided 

housing options across different price points. 

Boarding homes were a prevalent housing 

option during this time, with one-half to one-

third of urban residents living in a boarding 

arrangement before the 1920s.1 SROs typically 

provided lower-cost housing options, while SRO 

hotels and ADUs were popular options across 

all socioeconomic levels. For example, both 

the Plaza Hotel and the Waldorf Astoria in New 

York City were previously used as SRO hotels 

and were available for long-term residential 

lease.2 SRO hotels operated throughout the 

country, including in Denver, and were a part 

of the housing stock.

ADUs, SROs, and SRO hotels suffered similar 

fates in that they became almost impossible 

to build due to local regulations and zoning 

restrictions. “Euclidean”3 zoning laws (the 

separation of land uses within a given munic-

ipality by type, e.g., residential, commercial, 

retail, and industrial) introduced in the 1920s 

began to phase out these housing types. By 

2000, approximately 1 million SRO units had 

been lost from the housing market.4 The loss of 

SROs and SRO hotels resulted in a substantial 

decrease in low-cost housing options in the 

United States and coincided with an increase 

of the unhoused population.5 Similarly, zoning 

ordinances prohibiting ADUs removed a type of 

affordable housing, although ADUs continued 

to be constructed illegally in some communities 

to meet housing demands for decades after 

ADUs were prohibited under land use codes.6 

The number of ADUs in the housing supply 

directly affects the number of housing units 

available for occupancy. Adding new ADUs 

may partially fill the missing options in the 

housing market that were previously served by 

ADUs, SROs, and SRO hotels. Several states have 

allowed more ADUs to be built as a strategy to 

encourage the development of more affordable 

housing options with limited impact on existing 

infrastructure. For example, California adopted 

statewide ADU laws in 2016, and ADUs are now 

permitted by right.7 California has continued 

to update and expand its ADU laws as a way 

to expand housing options.8 As a result, ADU 

growth has been substantial in California, with 

ADUs accounting for more than 21% of permits 

for residences statewide in 2023.9 Similarly, 

Oregon (2017),10 Vermont (2020),11 Washington 

(2023),12 Montana (2023), 13 and now Colorado 

(2024)14 have also passed laws that generally 

require use-by-right approvals for ADUs in most 

areas. Other states have adopted less expansive 

versions of ADU laws that continue to allow 

restrictions on ADUs at the local level.15 

Permitting construction of new ADUs and 

eliminating restrictions on occupancy limits is 

unlikely to completely restore the housing that 

was eliminated by zoning laws and building 
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code regulations. However, these initiatives 

could pave the way for lower-cost housing 

solutions to help fill the gaps created when 

these housing types were prohibited.

The Occupancy Limits Law
House Bill 24-1007, Concerning Residential 

Occupancy Limits (the occupancy law), effective 

July 1, 2024,16 declared that “occupancy limits 

and the increased availability of housing are 

matters of mixed statewide and local concern.”17 

When a matter is of statewide or mixed state 

and local concern, the state law supersedes 

any conflicting local ordinances.18 Before 

the law took effect, some local ordinances 

imposed occupancy limits based on familial 

relationships.19

The occupancy law prohibits local govern-

ments from limiting the number of unrelated 

people who may live together in a “single 

dwelling.”20 Occupancy limits may now only 

be based on demonstrated health and safety 

concerns, such as international building code 

standards, fire code regulations, wastewater or 

water quality standards, or affordable housing 

program guidelines.21 For example, the Inter-

national Building Code applies in communities 

that have not adopted their own building codes, 

so occupancy limits in those communities 

could be limited accordingly (requiring at least 

150 square feet of space for the first occupant 

and at least 100 square feet of space for each 

additional occupant) as a health and safety 

standard.22 Previous limitations imposed by 

local governments were generally not directly 

related to health or safety concerns.23

The occupancy law applies to all city, town, 

and county governments in Colorado, including 

all home rule or statutory cities or towns; 

home rule or statutory counties; territorial 

charter municipalities; and consolidated cities 

and counties, regardless of population size or 

location.24 The occupancy law will have no 

impact on common interest communities that 

regulate occupancy limits in their declarations. 

Additionally, the occupancy law does not cur-

rently apply to private parties (such as landlords) 

and will have no impact on leaseholds where 

a private party elects to limit occupancy in the 

terms and conditions of the lease.

The Colorado Department of Local Affairs 

(DOLA) recommends that local governments 

amend their local land use codes and regulations 

to comply with the occupancy law. However, 

eliminating prior restrictions by amendment is 

not required, and a local government is compliant 

so long as it does not enforce any occupancy 

restrictions that contradict the occupancy law 

standards. As an alternative or stopgap measure, 

DOLA encourages local governments that have 

not amended their land use codes to not enforce 

limits on the number of unrelated persons occu-

pying a dwelling unit.25 DOLA also recommends 

that any public-facing local government materials 

be consistent with the occupancy law. 

The ADU Law
House Bill 24-1152, Concerning Increasing the 

Number of Accessory Dwelling Units (the ADU 

law),26 became effective on June 30, 2025. Similar 

to the occupancy law, the ADU law declared 

that “increasing the housing supply through the 

construction or conversion of accessory dwelling 

units is a matter of mixed statewide and local 

concern.”27 The ADU law will therefore preempt 

conflicting local ordinances.28

The ADU law defines an ADU as an internal, 

attached, or detached dwelling unit that provides 

independent living facilities for one or more 

individuals, is located on the same lot as the 

primary residence, and has living, sleeping, 

eating, cooking, and sanitation facilities.29 An 

ADU could be created as a separate space within 

a single-unit detached dwelling unit, as an 

addition to a single-unit detached dwelling 

unit, or as a separate detached unit on the same 

parcel of land. 

The ADU law will, in theory, create the op-

portunity to substantially increase the number 

of housing units in Colorado by permitting ADUs 

as a use-by-right in most circumstances. This, 

in turn, may help solve several issues related to 

housing in Colorado, including affordability, 

equity, and environmental concerns, among 

others. The legislature noted that municipalities 

that have removed barriers to the construction 

of ADUs, such as parking requirements, owner 

occupancy requirements, and restrictive size and 

design limitations, saw permits for ADUs increase 

from 10% to 20% of total new housing permits 
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and had an overall increase in total housing 

supply.30 Additionally, in other places around 

the country that have adopted use-by-right 

laws for ADUs, housing options for the elderly, 

disabled, empty nesters, and young workforce 

have increased.31

The ADU law’s public policy justifications 

include providing affordable housing and in-

creasing housing units with minimal impacts 

to infrastructure; generating rental income for 

homeowners; providing means for intergen-

erational living; reducing water use; reducing 

greenhouse gas emissions; reducing household 

energy and transportation costs; and providing 

affordable and equitable home ownership 

opportunities.32 

The ADU law applies to all “subject ju-

risdictions.”33 A subject jurisdiction is (1) a 

municipality34 with a population of 1,000 or 

more that is within a metropolitan planning 

organization (MPO) or (2) the portion of a 

county that is both within a census designated 

place with a population of 40,000 and within an 

MPO. The five MPOs in Colorado are Denver 

Regional Council of Governments, Grand Valley, 

North Front Range, Pikes Peak Area Council 

of Governments, and Pueblo Area Council of 

Governments. Approximately 67 jurisdictions 

in Colorado are subject jurisdictions. 

A local government that is not a subject juris-

diction had the opportunity to opt into the ADU 

law as an “accessory dwelling unit supportive 

jurisdiction” by obtaining a certification from 

DOLA before June 30, 2025.35 Only certified 

ADU-supportive jurisdictions, whether optional 

or mandatory, will be eligible to receive funds 

from DOLA’s ADU grant program.36 Likewise, 

only residents of ADU-supportive jurisdictions 

are eligible for Colorado Housing and Finance 

Authority (CHFA) financing for the development 

of ADUs.37 

ADU Approval Process 
and Objective Standards
Under the ADU law, the process to obtain approv-

al for an ADU has been simplified. The ADU law 

requires subject jurisdictions to allow one ADU 

as an accessory use to a single-unit detached 

dwelling unit, subject only to an administrative 

approval process, in any part of the subject 

jurisdiction that allows single-unit detached 

dwellings.38 The administrative approval process 

may not require a public hearing, recommen-

dation, or decision by an elected or appointed 

public body or a hearing officer.39 Previously, 

if an ADU was not permitted by the applicable 

zoning regulations, owners had to have their 

property rezoned to permit an ADU through 

a lengthy process that may or may not have 

resulted in an approval for an ADU. 

Additionally, the ADU law requires that 

subject jurisdictions have objective standards 

for the approval process. Objective standards for 

the approval process are defined in the ADU law 

as those that (1) allow for consistent compliance 

determinations regardless of the decision maker; 

and (2) do not require a subjective determina-

tion,40 including, without limitation, that an ADU 

application be consistent with master plans 

or other development plans, that the ADU be 

compatible with the land use or development 

of the surrounding area, or that the ADU be 

consistent with the “public welfare, community 

character, or neighborhood character.”41

Key Prohibitions Under the ADU Law
Subject jurisdictions may not require the con-

struction of a new off-street parking space in 

connection with construction or conversion of 

an ADU, except in limited circumstances, such as 

when the existing parcel does not have off-street 

parking and on-street parking is prohibited.42

The ADU law does not allow subject jurisdic-

tions to have an owner occupancy requirement 

for either the ADU or any other dwelling on the 

same lot, except in certain circumstances. The 

subject jurisdiction may require the owner to 

reside on the parcel when the ADU application is 

submitted if the ADU is constructed or converted 

after the primary dwelling unit.43 If the primary 

and ADU are simultaneously constructed, a 

jurisdiction could not impose an owner occu-

pancy requirement. Local governments may 

also require owner occupancy of the ADU if the 

owner is applying for a “short-term rental on the 

parcel” through a local ordinance.44 

A subject jurisdiction is also not allowed to 

apply a restrictive design or dimension standard45 

for an ADU.46 However, the subject jurisdiction 

may prohibit the construction of ADUs that are 

under 500 square feet or over 800 square feet, 

or require that an ADU not be larger than the 

principal dwelling on the same lot.47

What the ADU Law Does Not Restrict
The ADU law does not prohibit a subject juris-

diction from adopting or enforcing standard 

procedures related to historic districts,48 life safety 

codes,49 or requirements to pay impact fees or 

other development charges50 in connection with 

an ADU application or approval. The ADU law 

also does not restrict the application of locally 

adopted building, fire utility, or stormwater 

codes.51Nor does it restrict subject jurisdictions 

from requiring will-serve letters for water or 

wastewater as a permitting condition for an 

ADU.52

The ADU law does not apply to “exempt 

parcels,” which are parcels that are (1) not served 

by domestic water and sewer or are served by 

a well permitted for a single dwelling unit, (2) 

historic properties not within a historic district, 

or (3) in a floodplain.53

Additionally, because the requirement to 

permit an ADU as an accessory use under the 

ADU law only applies to single-unit detached 

dwelling units, the ADU law does not apply to 

housing types such as duplexes, other side-by-

side units, or stacked units.

ADUs and STRs. The ADU law contains 

the first-ever Colorado statutory definition of 

a short-term rental (STR). For purposes of the 

ADU law, an STR is defined as the rental of a 

lodging unit for less than 30 days. A lodging 

unit is any property or portion of a property 

that is available for lodging that is not a hotel 

or motel unit.54 Despite defining an STR, the 

ADU law does not restrict subject jurisdictions 

from regulating STRs on either the ADU or any 

other dwelling unit.55 This means that a local 

government can apply its own definition of an 

STR for purposes of regulating STRs in ADUs,56 

and they may enact or apply existing ordinances 

and local laws (including owner-occupancy 

requirements) concerning the STR of an ADU or 

any other dwelling on the same lot as an ADU.57 

As a result, other than making more housing units 

available, whether for owner occupancy, rental 

occupancy, or short-term occupancy, the ADU 

law will not impact STR regulation.
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ADUs and Common Interest Communities
 The ADU law applies to property that is part 

of a planned unit development or a common 

interest community within subject jurisdic-

tions. In other words, in subject jurisdictions, 

ADUs may not be restricted by planned unit 

development resolutions or ordinances or 

common interest community declaration of 

covenants.

The ADU law specifically prohibits a 

planned unit development resolution or 

ordinance that is (1) more restrictive than 

the local law applicable to ADUs that are not 

within a planned unit development or (2) in 

any way prohibited by the ADU law.58 Any such 

resolution or ordinance adopted before the 

ADU law took effect will not be interpreted 

or enforced in any manner prohibited by 

the ADU law.59 Moreover, any provisions of 

a common interest community declaration, 

bylaw, or rule that restricts or attempts to 

restrict ADUs as an accessory use to any 

single-unit detached dwelling are deemed 

void as a matter of public policy.60 However, a 

common interest community may implement 

“reasonable restrictions” on ADUs. A “reason-

able restriction” is a requirement that does not 

unreasonably increase the cost of construction 

or effectively prohibit the construction of an 

ADU consistent with the ADU law.61

Select Subject Jurisdiction Progress 
in Updating ADU Laws
In November 2024, the City and County of 

Denver enacted the measure known as the 

Citywide Accessory Dwelling Units, which 

amended the Denver Zoning Code, the zoning 

maps, and former Chapter 59 zoning to permit 

ADUs in all residential areas.62 These changes 

allow ADUs on 70% of Denver’s residential 

land, compared to 36% before the amendments 

became effective on December 16, 2024.63 

The City of Colorado Springs approved 

amendments to its Unified Development Code 

to align with the ADU law and to permit ADUs 

in all areas that permit single unit detached 

dwellings.64 The City of Boulder approved 

amendments to its Land Use Code to change 

the standards for ADUs and related details to 

comply with the ADU law.65 These amendments 
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eliminate Boulder’s previous requirement of 

a minimum lot size of 5,000 square feet for 

an ADU.66 

Practical Takeaways
Practitioners have opportunities to advise clients 

to apply for funds through the DOLA grant pro-

gram to reduce the cost of constructing an ADU. 

The grant program provides grants to ADU-sup-

portive jurisdictions for activities that promote 

the construction of ADUs.67 Practitioners may 

also advise lenders on the availability of funds 

from CHFA for income-eligible borrowers 

to construct or convert ADUs. Moreover, the 

ADU law does not require owner occupancy, 

so there are opportunities to advise owners 

who may want to lease their ADUs. For those 

who advise common interest communities, a 

practitioner may advise associations on the 

lack of enforceability of ADU restrictions for 

single-unit dwellings.

Conclusion
As matters of mixed statewide and local concern 

in Colorado, occupancy limits and construction 

or conversion of ADUs are now regulated at the 

state level. The ADU law requires many local 

governments to develop an objective standard 

for the administrative approval process for an 

ADU on single dwelling lots and to eliminate 

subjective standards that may be related to 

neighborhood character. This less restrictive 

and more uniform approval process, along with 

the DOLA grant and CHFA components of the 

ADU law, may spur the development of ADUs. 

 Because the occupancy law does not limit 

landlords from imposing occupancy limits, 

that law’s potential impact is unclear. Many 

landlords will likely still want to limit the number 

of unrelated persons occupying the leased 

premises, while others may wish to maximize 

rent revenue by permitting as many renters as 

can reasonably fit in the premises. However, 

changes to the occupancy law may result in 

creative solutions for employee housing, senior 

living, and group living, restoring housing once 

provided by SROs and SRO hotels.  
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