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Colorado’s American Dream Act

House Bill 25-1272 (“HB-1272”), signed May 12, 2025, creates the multifamily construction
incentive program (“MCIP”), applicable to the construction of multifamily, attached housing of 2
or more units. Dubbed the "Colorado American Dream Act", MCIP is a voluntary program
developed to address the state’s shortage of for-sale multifamily housing by creating a voluntary
program for developers and builders who agree to enhanced quality assurance measures and pre-
litigation procedures. In exchange, participants are promised certain procedural and substantive
protections in construction defect litigation designed to break the stalemate between affordable
housing development, specifically condos, and construction defect litigation that has plagued the
state's entry-level housing market. The Colorado Dream Act also provides significant changes to
the Colorado Common Interest Ownership Act (“CCIOA”) regarding when a construction defect
action can be brought by a homeowner’s association and how the proceeds of any claim must be
used. MCIP is effective beginning January 1, 2026, and BBG will be actively monitoring to
assess its implementation and impact on participants.

Rebuilding a Skilled Workforce

With a focus on securing a skilled labor force, Governor Polis signed House Bill 25-1130
(“HB-1130”) on June 3, 2025. This bill authorizes government agencies to require project labor
agreements (“PLA”) for public projects in the amount of $1 million or more if the PLA will
promote successful project delivery by securing a skilled labor force for the project. With a PLA,
contractors and subcontractors performing mechanical, electrical, plumbing, or general
construction labor must participate in registered apprenticeship programs with a proven
graduation record, certify compliance with apprenticeship requirements and provide ongoing
documentation proving continued compliance. Counties can choose to adopt state apprenticeship
and prevailing wage requirements, working with the Department of Personnel through
intergovernmental agreements for implementation and enforcement. Contractors working on
projects under a PLA should familiarize themselves with PLA terms and conditions and ensure
subcontract agreements are modified to comply with the PLA’s compliance requirements.



https://leg.colorado.gov/bills/hb25-1272
https://leg.colorado.gov/bills/HB25-1130

Economic Loss Rule Preserves Contract-Tort Distinction

In Mid-Century Ins. Co. v. HIVE Constr., Inc. 567 P.3d 153 (Colo. 2025), the Colorado
Supreme Court upheld the appellate court’s decision, stating that the economic loss rule prevents
tort claims, when the duty is defined in contract. This decision maintains the distinction between
contract and tort law by preventing contract breaches from being reframed as tort claims based
on allegations of willful and wanton conduct. By refusing to carve out an exception to the
economic loss rule for willful and wanton conduct, the Court preserved the predictability and
risk allocation that contracts are intended to provide. Click the link to see a more detailed
analysis of this issue. For more in depth look into the economic loss rule, see the Sept. 15 Client

Advisory.

A. Setting Unpaid Costs and Excessive Lien Standards

In Galiant Homes, LLC v. Herlik, 565 P.3d 1109 (Colo. App. 2025), the Court of Appeals
concluded that the contractor’s lien was not excessive for including costs incurred but not yet
paid. Just as importantly, the Court of Appeals also clarified that when determining whether a
lien is excessive, a district court must make two distinct determinations: (1) whether there was no
reasonable possibility that the claimed amount was due, and (2) whether the lien claimant knew
there was no such reasonable possibility. It’s an important distinction as it reinforces that these
requirements are not the same and must both be satistied. Galiant Homes provides crucial
protection against the "drastic penalties" set forth in Ralph L. Wadsworth Constr. Co., LLC v.
Reg'l Rail Partners, 558 P.3d 641 (Colo. App. 2024). The Colorado Supreme Court has granted
the petition for writ of certiorari in the Ralph L. Wadsworth Constr. Co., LLC v. Reg'l Rail
Partners case. Colorado's mechanics' lien landscape will remain uncertain until the Supreme
Court's final ruling in Wadsworth, which has the potential to reshape existing lien law standards.

B. Reaffirming CDARA Statute of Limitations

The Rua v. New Expression Homes, LLC, 2025 Colo. Dist. LEXIS 944 (Weld Cnty. Dist. Ct.
2025) case affirms the statute of limitations per the Colorado Construction Defect Action Reform
Act (“CDARA”). Specifically, a claim accrues when the plaintiff discovers, or should have
discovered, the physical manifestation of a defect. The visible manifestation of a defect—not its
underlying cause—triggers accrual of the statute of limitations. Thus, since the plaintifts
observed the defect but did not assert a notice of claim until years later, the statute of limitations
barred the claim. While not binding, this case reaffirms the best practice that defects should be
pursued promptly upon discovery rather than waiting for a significant damage event.

BBG 2026 Winter Construction Law Forum

Join us Friday, January 30, 2026 for a morning briefing on hot topics in the Colorado
construction industry. Register here for BBG 2026 Winter Construction Law Forum.



https://bbglaw.com/event_category/client-advisories/
https://bbglaw.com/event_category/client-advisories/
https://lp.constantcontactpages.com/ev/reg/hbvmynf
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