
MINUTES OF THE MEETING 
BUSINESS AND INDUSTRY COMMITTEE 

MONTANA STATE SENATE 

January 26, 1981 

The meeting of the Business and Industry Committee was called 
to order by Chairman Frank Hazelbaker on January 26, 1981 at 
10:00 a.m. in Room 404 of the State Capitol Building. 

ROLL CALL: All members were present with the exception of Senator 
Kolstad, who was excused. Senators Lee and Regan arrived late. 
The staff researcher was also present. 

Several visitors ~ere in attendance. (See attachments) 

CONSIDERATION OF SENATE BILLS 90 & 91: Senator Pat Goodover of 
Senate District 22, chief sponsor of both Senate Bills 90 and 91 
gave a brief resume of the bilE as they go hand in hand. Senate 
Bill 90 is an act to revise the rate on interest on bonds and notes 
issued by the Board of Housing; and providing and immediate effect­
ive date. Senate Bill 91 is an act to increase thebond debt limit 
of the Montana Board of Housing to $675 million, and providing an 
immediate effective date. Senator Goodover stated that the 
Board of Housing finances homes for middle and lower income 
families. The Board has a limit at the present time of $375 
million. Senate Bill 91 would increase this figure by $300 
million. 

Lyle Olsen, administrator of the Montana Board of Housing, called 
upon Bill Goff to speak on behalf of the Board. A folder containing 
several pages of information regarding the work of the Board was 
handed out to the members of the committee. Mr. Goff stated that 
with an increase in money the Board could establish a better working 
program. These loans help people who otherwise cannot get help. 
Many people are indirectly affected by such a move when someone 
builds a new horne. It creates jobs for people in the community 
and also generates business for several stores which would help 
the depressed state of the economy of most communities. 

Paul Johnson of the Board of Housing and also of the First 
Federal Savings and Loan stood in support of the bill. 

Cliff Christian representing the M:mtana Association of Realtors stated that 
his group supp::>rts both bills. Mr. Christian stated that from 20 to 33% of 
the cost of a Il£!W muse, today, can be directly attributErl to unnecessary 
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subdivision or buiLding code regulations, restrictive zoning ordinances, 
and lengthy permit processing delays. One third of the price of a naY h:>IIe 
is the result of gove.rnrrent overregulation. B3.sed on the average savings 
of 26%, a typical new horne today should be prices at $51,000 not $69,000 
the current rredian for a naY harne price. 

Darold R. Schaffer of Schaffer & Sons, Inc of Kalispell stated his support 
of the bills. He stated that he supports the sale of lxmds to provide 
IIDrtgage funds for Board of Housing prCXJTams which provide rrore affordable 
interest rates for middle and la,.;rer incare family musing. Such funds 
soould provide advantages for Montana residents. 1) Family musing for 
families who otherwise cannot afford to purchase horres. 2) It also stimulates 
local economies through new housing construction. Mr. Schaffer stated tha.t 
he felt IIDSt of such Board of Housing funds should be designated for new 
construction. New musing is ITU.lch rrore energy efficient which is very irrft:ort­
ant to the incorre level families which are beneficiary to the funtana Board 
of Housing programs. This point will becorre rrore important as energy cost 
continue to raise. 

Neil Alred of the Board of Housing stated his support of the bills. He stated 
that people cannot afford nonthly payments. Mr. Alred stated that he heartily 
endorses both bills as they provide a ITU.lCh needed program. 

Wi th no further proponents Senator HazelJ::aker called upon the opponents. 
Hearing none, the rreeting was opened to a question and an~r period fran the 
corrmi ttee. 

Senator Blaylock asked if this obligates the staie to the bonds. Mr. Groff 
replied that it did not in any way bring about state Obligation. 

Senator Dover asked if this applies only to single family dwellings or also 
to rru.lltifarnily dwellings. Mr. Groff replied that it also affects multifamily 
dwellings. 

Mr. Groff also reported that all loans ITU.lst rreet FHA and VA standards before 
they can be approved. 

Senator Gocxlover closed by briefly reviewing all of the testirrony. He stated 
that he felt that the prCXJTam IDS been nore than successful in the past, 
and tha.t it definitely has far reaching effect such as for lumber, jobs, 
hardware and etc. Senator Gcx:x1over stated that this is very benefical to 
the entire econCIf!Y. 
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CCNSIDERATICN OF SENATE BILL 143: Senator Frank fuzelbaker of Senate District 
41, chief sponsor of Senate Bill 143, gave a brief resume of the bill. This 
bill is an act to allccate to the Board of Housing the anount of qualified 
rrortgage lxmds issued pursuant to section 103A of the Internal Revenue Ccx3.e 
of 1954, as all'BIrled; designating areas of cDIonic econcxnic distress; and 
providing and immediate effective date. 

John Oitzinger of the Board of Housing stated his suPIX>rt of Senate Bill 143. 
Mr. Oitzinger also stated that this bill is intended to allocate rroney to the 
Board of Housing as called for by federal law. Wj thout passage of this bill 
the Board of Housing v.uuld only be allocated 100 willion. Mr. Oitzinger 
felt that we should take advantage of this federal subsidy and this bill 
v..uuld enable the Board of Housing to take the m:oonirru.:nn advantage. This v..uuld 
also enable first tirre h<::lTE owners to quality for loans. 

Mr. Lyle Olsen, administrator of the Board of Housing stood in suPIX>rt of this 
bill. 

With no further proIX>nents Chairman Hazelbaker called on the oPIX>nents, 
hearing none, the meeting was opened to a question and answer period fran 
the corrmi ttee. 

Senator Dover reIX>rted that this v..uuld be for towns like Colstrip. It is a 
way to help a cormn.mity. 

Senator Hazelbaker closed by reviewing the testimony given. He also stated 
that state and local governnents can continue to issue tax-exenpt rrortgage 
revenue mOOs under legislation passed by Congress. The bill limits the mnds 
issued in a state each year to the greater of tv..u figures: $200 million or 
9% of the average annual anount over the previous three years, and permits 
mnds only if the prcx::eeds are used to purchase residences that cost no rrore 
than 90% of the average price for homes in that area. 

ANN:XJNCEMENT: The next meeting of the Business and Industry Crnmittee will 
be held on Wednesday, January 28 at 10 a.m. to consider SB 106, SB 147, and 
SB 211. 

AnJOORNMENT: With no further business the meeting was adjourned. 

CHAIRMAN, SENA'IOR FRANK HAZ:EL13ffi<ER 

eg 
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r-DtTORS A~GE 

Local Regs Average S18,OOO/Hou~e 
Take the time to read, c~ and then pc ss along--to 
your local building officials and government bureaucrats-­
this new and staggering houslng cost statisti:: From 20 to 
33 percent of the cost of a new house, tuday, can be 
directly attributed to unnecessary subdivision or building 
code regulations, restrictive zoning ordinances, and 
lengthy permit processing delays. 

That's right, as much as one-third of the price of a new 
home is now the result of government overregulation. And these are not 
estimated figll-es. They are real oercent~ges derived from :=Jr.tll?-I h~L!':iI1L 

oel nons!, allon projects bei:lg built in selected markets under a ilew program 
conducted by the Department of Housing and Urban Development. 

The program involv£.s townhouse and single-tami y detached 
developments in Shreveport, La., Hayward, Calif., and suburbs of 
Pittsburgh, Pa., and Port.and, Ore. Local officials in thosE cities were 
persuaded to accept minor modifications in prescriptive codes, to allow 
simple zoning variations and, most importan~, to accept a "one stop 
processing" system to reduce approval time. (Details are given on page 64 
of this issue.) 

As a result, the builders involved now are b'ringing to market houses 
priced well below similar units in their areas. The percentage differences are 
an accurate measure of the cost of unnecessary regulation. In the initial 
three cities, the figures are 20, 24 and 33 percent. 

Based on the average savings of 26 percent, a typical new home today 
should be priced not at S69,OOO (the current median new home price), but at 
S51,OOO. Multiplying by the 1.2 million new units that will be built this year 
results in a total of S21 ,3 billion as a rough estimate of the cost of housing 
overregulation in 1980 alone--enough to finance an additional 417,000 
badiy needed new housing units. 

Appalling? Yes. Surprising? Hardly. 
It has been ~:. ::;ecret tnat lI.crea!>i'i9 local tJuilding regulat:on:- and 

processing delays have greatly added to the cost of building during tt~e past 
G0caC:~. BlIiider~ ; ,ave otten 'guesstin;ated' that cost. A year ago, Rutgers 
University more scientifically pegged the figure at 20 percent. In an 
extensive 24-page analysis in January 1980, . Professional Builder 
documented both direct costs and economic impact of such restrictions. 

The initial report on the HUD program was given at no less than a 
White House press briefing in late October. A complete report on at least 
some of the projects in the study should be available this month. Copie.s can 
be obtained by addressing: Robert Gould, Department of Housing and 
Urban Development, Room 9208, Washington, D.C. 20410. 

This is the type of background ir,formation that must get in the hands of 
our politicians, of every building regulator arx::l local government official in 
this country. 

If you don't put it in their hands, no one else will. 



CONSTRUCTION 

For Further Solar Information ... 
Free inform3tion on passive and active 
solar energ:l systems is available from 
the federal ~overnment, state and local 
energy offic3s. 

The folioNing publications were re­
centty released through the Department 
of Housing and Urban Development and 
the Depar.ment of Energy. Single copies 
are available free to builders by writing: 
National So ar Heating and Cooling In­
formation Center, E?ox 1607, Rockville, 
Md. 20850. 
:-; A Su,-• .:) oi ?Hsslve 30lar Homes 
reviews mo:e than 300 p2ssive solar 
resjdences y -hich are located throughout 
the United ~ tates. More than 100 com-

pleted passive solar homes are pre­
sented as case studies with the balance 
listed in a reoional directory, including 

Compiled by the American Institute of 
Architects Research Corporation in con­
junction with HUD and DOE, the booklet 
also includes a discussion of the funda­
mentals of passive solar design, a glos­
sary of terms, and a bibliography. 
• Is Solar Water Heating Right for 
You? covers questions which many 
builders a<::k ax,ut these active solar 
systems. The pamphlet includes infor­
ma:ion on typical systems, estimated 
savings and initial costs, as well as 
corsi de rations for choosing a solar 

water heating system and installer. 
• Residential Solar Design Review:: 
basically a primer for solar design. U,;in! 
a sketchbook approach, the bookie 
shows how active or passive solar fea 
tures can be accentuated or concealec 
in a building's architec1ural style. ThE 
booklet also points out solutions f(l 
abiding by local design restrictions en: 
strategies for siting production s:>I<.; 
housing. The manual was prepared fc. 
HUD 2~d DOE by the Aroeric.aii P:OI 
ning Association. 

A bibliography of other free publica· 
tions on solar energy also is availablE b-, 
writing NSHCIC. n 

Demo Program Cuts Costs Through Code, Regulatory Reform 
A little-pubkized Department of Hous­
ing and Urba., Develo?ment demonstra­
tion project designed to show housing 
cost reduclion possibilities through local­
code and regulatory reform has pro­
duced "excil ng" results, according to 
presidential in!1ation fighter AHred E. 
Kahn. 

Kahn and HUD Assis\ant Secretary 
and FHA Commissioner Lawrence E. 
Simons reviewed preliminary results of 
the program at a recent White House 
briefing. • 

Basically through streamlined permit 
processing procedures and selec1ive 
code modification, Kahn and Simon said, 
reductions of between $13.000 and 
$32,500 were achieved in prices of 
single-family homes. be I 0-"" m2~et pric­
es for similar units in the same test 
areas. 

"I am not suggesting these results will 
reduce the CPI (Consumer Price Index) 
tomorrow," said Kahn, "but it is one 
example of the hundreds of endeavors 
we have been engaged in to try to 
reduce inflalionary pressllres " 

Enlisting the cooperation of local offi­
cials and selected builders in each of the 
four areas, permit processing times were 
cut between 15 percent and 30 percent, 
Kahn said, while "minor" modifications in 
prescriptive codes allowed builders to 
cut production costs significantly. 

As a result, said Kahn, ··the price of 
homes has been reduced by 20, 24 and 
33 percent in the three areas where the 
demonstration has been completed." 
The project in a fourth area, the Clark 
County suburban area of Portland, Ore., 
has been delayed, Kahn said, basically 

6ol'PR:)FESSIO">.l B:.r.LDER DECE •• 'SER. 191:lO 

due to the MI. SI. Helens eruptions. 
The project was pieced together only 

last May in the wake of a While House 
conference on 

Four test markets 
Four market areas were selected on 

the basis of geographic spread, "good" 
housing markets,local government inter­
est and a suitable mix of small city and 
suburban development areas. Clark 
County, Ore. and Aliegheny County, Pa., 
(which con~ains Pittsburgh) were chosen 
as suburban sites, while Hayward, Calif.. 
and Shreveport, La., were selected as 
the "small cities." 

Enlisting cooperation of local officials 
in each area, "one-stop" permit process­
ing procedlJfa~ w~re in::;tituted, along 
with modifications to zoning ordin ances to 
permit higher-density siting and code 
modification to permil use of lower cost 
andior "less time-consuming" materials 
and building techniques. 

In Shreveport, for example. several 
modifications in prescriptive codes have 
been rn"'r'-:: ;or the purposes of the 
demonstration program. They include; 

1) Use of plastic pipes 
2) Instal!ation of non-cantilevered roof 

trusses. 
3) Placement of studs 24 inches on 

center. 
4) Use of a single jack under win­

dows. 
5) Installation of 2'8" x 4'4" window 

units. 
6) Elimination of some fire walls be­

tween attached units, specifically on 
ceilings, where eHectiveness is in ques­
tion. 

7) Reduction in street width require­
ments. 

Some 75 attached townhouse unil~. 
have been built or are under constructior­
on three central city sites in Shreveport 
Some 13 of the first 16 units comple1ec 
(basically one to three bedroom u~ljt~ 
with 1'h to 2 1h baths and either carport~ 
or two-car garages) were sold by mid 
September at 20% less than comparahlE 
homes in the area, ac:x>rding to HUD. 
The parlicipati'1g builder al Shreveport is 
Beal Lock. 

Factory-built homes 
A lolal of 26 homes are under con­

struction. 13 each on two sites, in the 
Allegheny County suburban area near 
Pittsburgh. Ryan Homes is the parlici­
palinq builder. The units are described 
as detached, factory-built homes and ..... ill 
sell, according to HUD. for between 
$42,000 and $45,000, or 24 percenlJess 
than the market. 

In Hayward, Specialty Building Co. 
(Luckham) will build 58 townhouse units 
on a central city site. Expected to be 
ready for sale this month, Ihe units are to 
sell for between $53,000 and $65,000, 
or 33 percent below comparable homes 
in the area. 

A unique feature of th", Hayward proj­
ect will be the inclusion of energy con­
servation innovations £-xpected to re­
duce energy consumplio 1 by 80 percent, 
according to HUD. Features will include 
added insulation and doubie glazed win­
dows. 

In Clark Counly, Ore., Rossiter Glen, 
Inc. will build 100 single-~amily detached 
units in a suburb north 01 Portland. _ 
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