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CASITAS BUILD COMMUNITY 
Accessory Dwelling Unit Regulatory Recommendations 

 

Summary: 
The following outlines research and consensus recommendations from the Santa Fe Housing 
Action Coalition with the goal of expanding Accessory Dwelling Unit (ADU) development and 
affordability in Santa Fe. This cross-sector group of organizations includes nearly all affordable 
housing providers working in Santa Fe plus a broad group of non-profit and business interests 
representing people who need housing across the income spectrum. Facilitating the expansion 
of ADUs is one among many policy changes needed in Santa Fe to address the widespread 
housing shortage, but one that yields several benefits. 
 
These recommendations represent changes to the existing ordinance that would have the 
highest opportunity for increasing ADU development, lowering construction costs, incentivizing 
long-term and below market rental, and expanding financing access to ensure that more low-
income homeowners can take advantage of ADU development. Ultimately, these 
recommendations seek to allow small scale increases in density in existing neighborhoods, 
which is, at its core, an environmental and social justice issue. The City also needs to support 
increased housing density with improved access to transit and neighborhood walkability.  
 
The City of Santa Fe currently allows Accessory Dwelling Units (ADUs) by right. Casitas, as 
ADUs are more commonly called in New Mexico, are a venerable local tradition. Yet these 
smaller units with many benefits for homeowners, communities and housing supply are not 
nearly as common as they could be. While most property owners are technically allowed to 
build a casita, there are still significant barriers preventing more frequent construction of these 
units. In this document, the Santa Fe Housing Action Coalition addresses these barriers and 
highlights key recommendations for an effective ADU policy and complementary programs that 
will truly empower the equitable construction of more casitas and help to increase housing 
capacity. Included are specific goals and key recommendations, followed by background and 
supplemental information describing critical facts, research, trends, and information around 
best practices and effective policies. 
 
Goals: 
● Increase ADU development and casita construction throughout the city 
● Increase options and reduce barriers to ADU construction 
● Lower the cost to develop ADUs for homeowners 
● Incentivize long-term rental of ADUs offered as rentals 
● Create the most predictable and accessible land use review process possible 
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● Ensure genuinely equitable policies 
● Increase accessibility to construction of ADUs, including improving access to capital for 

construction 
● Develop program concepts for below-market unit creation

 
Summary of Key Recommendations  

Create a collaborative 
information campaign 
to increase public 
awareness about ADU 
options and process 

The easiest way to eliminate barriers to ADU construction is to surmount the 

information deficit. Many homeowners are unaware of what they can do with 

their property. Some cities have dedicated websites and have produced videos 

or other collateral to improve awareness. 

Maintain compliance 
with district-level 
design guidelines and 
eliminate additional 
design restrictions 
requiring that ADU’s 
match the primary 
dwelling in style.   
 
 

The rapid increase in ADU permits in Portland, Oregon following the removal of 

style restrictions demonstrate that ADUs are a popular way to enjoy some 

architectural creativity, and that restrictions on style are a barrier to construction. 

Historic zones, development CC&Rs and neighborhood covenants are 

appropriate places to restrict styles; however, the City should not impose 

blanket style restrictions on residential accessory structures that do not apply to 

other accessory structures such as garages, studios and other outbuildings.  

Minimize parking 
requirements, 
especially when 
adequate on-street 
parking is available 

The requirement to include a new off-street parking space when constructing a 

new casita penalizes owners of smaller or narrower lots who are often less 

wealthy. The cost of new off-street parking can significantly increase the cost of 

construction, and often eliminates an existing on-street space. The existing 

building code has parking requirements and supplemental regulations, such as 

short-term rental rules that also have parking requirements. There is no need for 

additional stipulations in an effective and equitable ADU ordinance. 

Allow second story 
ADUs 

Currently residential accessory structures are only limited to single story, and 

setback rules ensure that no second story structures can be built within 10 feet 

of a property line. The city should allow second story ADUs in any legal lot 

where two story accessory structures are already allowed by zoning.   
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Summary of Key Recommendations Continued 

Allow for flexible 
setbacks for 
existing structures 
and eliminate lot 
coverage 
requirements  

Many existing structures (garages, detached studios, etc.) that could be 
repurposed for casitas are within the property setbacks and are not eligible for 
ADU conversion and construction. A solution would be to adopt flexibility in 
setbacks for existing structures. The current maximum 40% lot coverage 
requirements in most residential zones mean that many existing lots are too small 
to allow for ADU construction. ADUs should be exempted from lot coverage 
calculations.  

Eliminate owner 
occupancy 
requirement to 
protect long-term 
rental units. 

Owner occupancy requirements have the effect of discouraging legal ADU 

development and encouraging illegal ADU creation, which could have the practical 

effect of removing valuable long-term rental units off the market. Owner-occupancy 

requirements should be eliminated for long-term rentals.  

Increase access to 
construction and 
long-term 
financing, 
particularly for 
lower income 
homeowners 

Part of an equitable strategy for increased casita development means expanding 
who has access to capital to build them, particularly low-income homeowners. New 
lending products could also offer an opportunity to incentivize the creation of 
below-market long-term rentals. Public support of loan guarantees could help 
create larger pools of funding for new lending products that use future rental 
income as part of loan qualification. 

Create program 
to incentivize 
construction of 
below-market and 
voucher 
preference units 

The City should consider expanding the Low-Priced Dwelling Unit Designation to 
include single newly-constructed affordable rental units and provide the related 
incentives of fee waivers. This could be structured as rent controlled units or units 
with a mandated rental voucher preference.  

Create goals for 
ADU production 
and monitor 
neighborhood 
impacts 

Setting goals for ADU production and tracking outcomes and impacts of increased 
ADU development should be a critical measure to ensure that changes to 
regulations and new programs are providing benefits for the community.  
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MUCH ADU ABOUT HOUSING 

Background and supplemental information 
 
Why Casitas? 
Santa Fe needs several simultaneous approaches to increasing housing supply - maximizing 
affordability and efficiency, while ensuring equitable access to quality housing. 
 
One of these strategies should be removing regulatory barriers and incentivizing the 
construction of Accessory Dwelling Units (ADUs). Increased ADU development alone cannot 
solve Santa Fe’s housing issues, but is part of a distributed development strategy, often called 
“invisible infill,” that can help.  
 
Accessory Dwelling Units can be an effective part of a healthy housing ecosystem in Santa Fe 
IF there are clear goals and the political courage to overcome bias, remove barriers, and craft 
responsible, effective amendments to the existing ordinance. 
 
ADUs have had a complex history in Santa Fe, with regulations established to address 
hypothetical future problems that rarely materialize. The Coalition urges policy makers to revise 
these regulations to benefit homeowners by offering the most flexibility in approval and least 
cost in construction. This will ensure a steady stream of small-scale rental housing development 
in all areas of the city.  
 
What are Casitas? 
ADUs, commonly known as casitas, provide additional housing in existing urban spaces with 
little impact to neighborhood characteristics. Their small size makes them typically more 
affordable to both build and maintain than standard size homes, and there are several 
additional benefits to constructing more casitas to increase housing supply. 
 
Benefits  
● Makes existing housing more affordable by providing rental income to the homeowner 
● Creates a larger number of available units, with incentives for long-term rental 
● Builds wealth for lower-income homeowners through increased asset value 
● Provides a way for aging family members to live near relatives, or provide for on-site 

caregiver housing 
● Provides increased options for affordable housing providers seeking voucher-eligible 

housing 
● Distributes development throughout the City, as a strategy to supplement the 

development of large apartment buildings at a neighborhood-appropriate scale 
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● Encourages infill development across all areas of the city, utilizing existing roads, schools 
and other infrastructure 

● Increases property tax revenue for local governments and decreases infrastructure tax 
burden 

● Increases urban density without large scale development impacts – i.e. “invisible infill” 
● Expands a homeowner driven development model that represents “community control” of 

development capital 
 
Environmental Benefits of Casitas 
ADUs are one of the most ecologically sound ways to develop new housing. They help reduce 
carbon dioxide and other pollutants that cause climate change by increasing urban density and 
requiring fewer natural resources to build and operate than a standard sized home. And 
because ADUs are generally smaller than typical single-family homes, they use fewer natural 
resources to build and less energy to heat and cool. 
 
This approach is also more resource efficient for local governments. By utilizing existing city 
infrastructure, it combines an ecological and financial benefit when compared to costly 
infrastructure expansion at the urban fringe. The deployment of ADUs in existing 
neighborhoods means that they reduce the need for automotive transportation—a source of 
about 50 percent of greenhouse gases—and are more likely to support alternative modes of 
transportation such as walking, biking, and public transit.  
 
Community Goals/Values Served by Increasing Casita construction 
● Increases and diversifies housing supply 
● Mitigates displacement and stabilizes communities and neighborhoods 
● Leverages growth to translate to affordability 
● Minimizes economic segregation that is encouraged by exclusionary zoning policies 
● Attracts skilled labor and increases jobs in small scale construction 
● Increases access to and use of trails and public transportation 
● Decreases environmental footprint of new development  
● Supports a number of the energy, water, transportation, and equity recommendations in 

the newly adopted 25-yr Sustainable Santa Fe Plan 
● Creates options for multi-generational living 
● Diversifies housing options and decreases shortage of studio and 1-bedroom units for small 

households 
● Minimizes infrastructure spending and tax burden of new development 
 
Addressing Challenges 
Informational 
Many property owners are not aware of the community benefits or the opportunities to build 
an ADU, even under the current land use regulations. A community awareness campaign, 



 
 

 

6 
Santa Fe Housing Action Coalition – ADU Recommendations – FINAL  

coupled with an incentive and/or financing program, could encourage existing homeowners to 
consider adding an ADU. Such a campaign would not require significant financial investment, 
and modest investments could be justified considering the cost/benefit of adding new units 
and the potential for showcasing a streamlined land-use review process. 
 
Recommendation: Promote ADU development through a low-cost community awareness 
campaign that engages natural partners, such as building supply companies and local 
contractors. Dedicated online resources and technical assistance workshops, as well as video 
and print collateral are effective. 
 
Short-Term Rentals 
There’s a perceived 
relationship between 
ADUs and short-term 
rentals (STRs), which in 
some cases is valid, 
particularly for resort 
communities. However, 
in Santa Fe, STRs are 
not as problematic as 
our overall lack of 
housing supply. The 
number of STRs is far 
below the number of 
housing units currently 
needed, and Santa Fe 
would still be in a 
serious supply deficit even if all STRs could theoretically be converted to long-term rentals, 
which they cannot. As of 2018, 34 ADUs in Santa Fe are registered as STR units. Nevertheless, 
tracking and managing the impact of STRs on housing and rental prices and on the community 
fabric of neighborhoods is an important aspect of a comprehensive approach. Many 
communities enact regulations to manage short-term rentals, optimally as a stand-alone policy 
so as to keep the regulations of STR and ADUs as clear and straightforward as possible. Santa 
Fe currently has Short-Term Rental regulations that may need additional revision as the ADU 
program ramps up; however, the ADU ordinance itself should not seek to address STRs. In 
general, STRs have less of an impact than most people assume, so community awareness 
about the issue is also critical. It is possible to have liberal ADU regulation and strict STR 
regulation. 
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Recommendation: Incentivize use of ADUs for long-term rental, monitor ADU production and 
STR trends for future policy iterations of the city’s STR regulations, and maintain owner-
occupancy requirement for accessory unit STRs. 
 
 
Parking 
There is little evidence to suggest ADUs cause 
widespread parking problems. Portland, OR 
provides the best-tracked data on ADU parking 
impacts. Because ADUs are rare (Portland, the 
nation’s ADU “leader,” has them on less than 1% 
of eligible lots), and because ADU households 
have fewer cars than other households, ADUs 
should have virtually no effect on parking 
conditions on a citywide basis.  
 
 

Portland has no parking requirement 
for ADUs, part of a suite of 
incentives that have led to 
significantly expanded ADU 
construction.  
 
There’s a trend nationally that leans 
towards cities more generally 
removing parking requirements. The 
map below illustrates communities 
that removed minimum parking 
requirements and cities considering 
changes in parking requirements in 
2016. 
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Obviously, the nature and scale of parking issues in Santa Fe vary from a larger city like 
Portland, but the example is still illustrative. While we do believe that all new ADUs should 
have access to at least one parking space, current city code requires a dedicated on-site 
parking space for any newly constructed ADU under 1000 square feet, and two spaces for units 
above that size. This would presumably be in addition to bringing any non-conforming parking 
up to current standards, requiring three to four off-street parking spaces for most homes with 
casitas. This represents significant lot area and construction cost increase that could make 
many potential lots infeasible for development or make the needed rent to cover debt service 
less affordable.  
 
In many areas of the city, the requirement to create a new off-street parking space is also a 
zero-sum gain because in order to create a new off-street parking space, a new curb cut may 
be required that would eliminate an existing on-street parking spot. This shift of financial 
burden onto that homeowner offers, at best, marginal benefit to the community – yet this is 
often a prohibitive cost for the homeowner and an obstacle for lower income homeowners.  
 
Recommendation: Eliminate new off-street parking space requirements for ADUs that have at 
least one additional on-street parking space at the lot frontage, or that have at least two 
dedicated existing off-street parking spaces. 
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Limited Availability of Financing Options 
In cities that have incentivized ADUs and seen a significant increase in construction, one 
unfortunate dynamic has been consistent: ADUs are built by property owners who are either 
able to pay construction costs in cash or by those who have the substantial equity required for 
Home Equity Line of Credit (HELOC) financing. It is important that any comprehensive ADU 
approach extends the benefit of wealth and income creation to lower-income homeowners. 
The potential solution would be to create or expand access to financing mechanisms that allow 
property owners to utilize future rental income to qualify for construction financing. A local 
financing option also creates the opportunity to leverage below-market financing terms in 
exchange for long-term commitments for long-term rental affordability.  
 
Recommendation: Work with existing lending institutions and CDFIs like Homewise to expand 
financing products that use future rental income to help qualify for construction. Explore 
below-market rate financing tools for the creation of restricted rent or voucher preference 
rental units.  
 
Property Setbacks and Lot Coverage 
The City regulates placement of ADUs through both maximum lot coverage and setback 
requirements. Combined, these can make adding an ADU on many smaller lots in the city 
challenging. The potential to allow more flexibility in the placement of ADUs through reduced 
setback requirements would allow more existing properties to be eligible for potential 
development. The classic location for many ADUs is over the garage (Fonzie Flats), because 
they don’t add potential noise nuisance over existing living space, and because the cost and 
complexity of construction is significantly reduced. But many garages on older sites are at 
property edges and cannot legally be converted.  
 
Likewise, lot coverage requirements, which limit the total amount of built area to 40% of lot 
area, may disallow casitas on many smaller infill lots. Many communities have excluded ADUs 
from lot coverage requirements to ensure that smaller lots, which typically are more affordable 
homes, have the same opportunity to develop accessory units as larger properties.  
 
Recommendation: Adopt flexibility in property setbacks to allow ADUs to be added to existing 
nonconforming accessory structures and exempt ADUs from underlying lot coverage 
requirements. Allow second story ADUs, including over garages. 
 
 
Owner Occupancy Requirements 
As part of the current ADU code, property owners are allowed to rent one unit as long as they 
reside in either the main home or accessory unit. An owner may also rent out both units to a 
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single renter. At the time of construction, the homeowner must record a covenant to this effect 
that runs with the land and is assumed by subsequent owners. 
 
The functional impact of this requirement is that if a property owner no longer resides on site, a 
potential rental unit has to be artificially removed from the market for no community benefit. 
Given the current rental market crunch in Santa Fe, there should be no situation in which a 
long-term rental unit is arbitrarily taken off the market. Furthermore, the recordation of a 
covenant has the potential to complicate the process of obtaining financing or limit the types 
of mortgage financing available for the home when resold to a new buyer. 
 
Recommendation: Eliminate owner occupancy requirement for ADUs but maintain it for short-
term rentals. 
 
Style/Design Guidelines  
Current ADU code requires that residential accessory units “shall be of the same architectural 
style” as the main house. Yet, garages, non-residential studios, and outbuildings have no 
similar requirement. This provides an ambiguous standard and opportunity for subjective 
approval criteria during land use review, creates limitations on potential construction 
methodologies, and impedes the opportunity for homeowners to realize their own aesthetic 
vision. Communities with the most active ADU development have eliminated design guidelines 
for ADUs. This reduces subjectivity in land use approval and provides an opportunity for home 
owners to decrease design and construction costs.  
 
Recommendation: Maintain compliance with district-level design guidelines and eliminate 
additional design restrictions that ADU’s must match primary dwelling in style. Restrictions 
based on Historic districts, zoned townscapes and neighborhood CC&Rs will remain. 
 
Below-Market Rental Programs 
There are several opportunities to use incentives and financing-based models to create below-
market rate or price-controlled rental at the point of ADU construction.  
 
Financing-based models could use publicly supported lending with below-market interest rates 
or more flexible qualifying criteria as leverage to create long-term affordability commitments. 
This could take several forms, from full capitalization of a revolving loan fund, to providing a 
one-time guarantee for private lenders or local CDFIs such as Homewise or the Housing Trust.  
 
Similarly, strong incentive-based programs could leverage fee waivers, waiver of parking 
requirements, and relaxed setbacks and design standards as carrots to entice affordability 
commitments and to even consider application of direct affordable housing subsidies. 
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In all of these cases, the affordability commitments would have to be structured so as to be 
commensurate with the benefits being offered to a potential ADU developer. This could 
include a range of affordability models such as:  
 

● Keeping the unit at or below Fair Market Rents (FMRs) targeting moderate-income 
households and voucher recipients; 

● Committing to accept and specifically market to renters with Housing Choice Vouchers; 
● Offering deeper discounted rents such as high HOME rents; 
● Ensuring long-term controls on rental rate increases, such as caps on annual rental 

increases; or 
● Requiring variable terms of affordability tied to level of incentives. 

 
The conversation about incentive-based approaches and program development will overlap 
with other work currently being undertaken by the City, and should be integrated into any 
affordable housing development incentive program. There must also be considerable attention 
paid to the structure of long-term monitoring and enforcement.  
 
Recommendation: Create a formal city incentive program that creates a rental standard for Low 
Priced Dwelling Units. Explore the opportunity of publicly supported financing programs to 
support below-market rate and voucher preference rental units.  
 
Goal Setting for ADU Production 
To date, ADU development has been very minimal in Santa Fe.  
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As an approach forms around promoting ADU development, there are two levels at which ADU 
production goals and outcomes should be considered. This should include tracking of the 
increases in the rate of production that result from streamlining code requirements. This would 
be in addition to outcome-focused goals around any programmatic incentive approaches to 
creating below-market units. Because of their limited past development, it is difficult to set an 
accurate baseline from which to set goals for future additions.  
 
The graphic below illustrates the increase in ADU production over time as Portland has relaxed 
their requirements. 2010 is the year style restrictions were dropped. 

 
 
From this graph, we can see that Portland has achieved a 17-fold increase in ADU production 
as a result of their proactive efforts. At the very least, close tracking should occur to measure 
the impact of relaxed regulations and to monitor utilization. Because ADU development is not 
simply a factor of land use code, this could also help identify other obstacles such as financing 
availability.  
 
As the city considers programmatic approaches to incentivizing below-market ADU 
development, more discrete goal setting would be required. This is essential for scaling 
resources such as the funding needed to support innovative financing models, or other 
incentives such as fee deferral, which can require upfront capitalization. 
 
Recommendation: Set modest goals for increased ADU construction and benchmark outcomes 
from programmatically supported units appropriately based on outcomes of other housing 
policy initiatives.  


