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The f i f t y - s i x t h  m e e t i n g  of  t h e  T a x a t i o n  Committee was c a l l e d  t o  
o r d e r  on t h e  above d a t e  i n  Room 415 o f  t h e  S t a t e  C a p i t o l  B u i l d i n g ,  
Chairman Turnage  p r e s i d i n g .  

ROLL CALL: R o l l  c a l l  found a l l  t h e  members p r e s e n t .  W i t n e s s e s  
g i v i n g  t e s t i m o n y  on t h e  s c h e d u l e d  b i l l s  a r e  l i s t e d  on  t h e  a t t a c h e d  
R e g i s t e r .  

CONSIDERATION O F  HOUSE BILL  770:  R e p r e s e n t a t i v e  Feda p r e s e n t e d  
t h i s  b i l l  which s e t s  up a  v e h i c l e  t o  c r e a t e  f o r e i g n  t r a d e  s o u r c e  w i t h -  
i n  t h e  s t a t e .  H e  s a i d -  such  a  s c u r c e  b r i n g s  m a t e r i a l s  i n ,  t h e s e  ma- 
t e r i , a l s  a r e  ' m a r r i e d '  w i t h  o t h e r  d o m e s t i c  p r o d u c t s ,  or o t h e r w i s e  a r e  I 
changed i n  form,  and s h i p p e d  o u t .  Duty i s  p a i d  a f t e r  t h e  m a t e r i a l s  
go o u t  o f  t h e  s t a t e .  S e r v i c e  work i s  a l s o  done on some i t e m s ,  a s  a n  
example o f  t h e  changes  i n  t h e  impor ted  p r o d u c t s .  Appear ing  i n  sup- 
p o r t  o f  t h e  b i l l  a l s o  was S e n a t o r  E t c h a r t  who s a i d  t h i s  would be o f  
g r e a t  b e n e f i t  t o  t h e  Glasgow A i r  Force  Base ,  known a s  t h e  Glasgow 
V a l l e y  I n d u s t r i a l  Pa rk .  

M s .  F a l l a n ,  r e p r e s e n t i n g  t h e  Chamber o f  Commerce, a l s o  gave  t h e  
s u p p o r t  o f  t h e  Chamber t o  t h e  b i l l ,  c i t i n g  job  o p p o r t u n i t i e s  a s  one  
o f  t h e  more d i r e c t  b e n e f i t s  o f  t h e  b i l l ,  men t ion ing  a l s o  improving 
t h e  b a l a n c e  o f  payments w i t h  f o r e i g n  c o u n t r i e s .  ~ i k e '  F i t z g e r a l d  
d i s t r i b u t e d  a copy o f  h i s  t e s t i m o n y ,  s e e  Exh. #l ,  a t t a c h e d ,  which 
d e t a i l e d  t h e  d e f i n i t i o n  o f  F o r e i g n  Trade  Zones. 

On c o n c l u s i o n  o f  h i s  t e s t i m o n y ,  t h e  Chairman c a l l e d  f o r o t h e r  
p r o p o n e n t s  o r  opponen t s  and t h e r e  b e i n g  none,  peraitted q u e s t i o n s  
by t h e  commit tee .  I n  r e s p o n s e  t o  S e n a t o r  Norman's q u e s t i o n  a b o u t  
a p a r t i c u l a r  f i r m ,  f o r e i g n  o r  d o m e s t i c ,  p r e s e n t l y  i n t e r e s t e d  i n  u s i n g  
such  f o r e i g n  t r a d e  source, M r .  F i t z g e r a l d  s a i d  t h e y  had been t r y i n g  
t o  e n t i c e  s e v e r a l  f i r m s  t o  b r i n g  i n  some o t h e r  i n d u s t r i e s  and men- 
t i o n e d  computer  p a r t s - a s s e m b l i n g  from a  J a p a n e s e  f i r m ,  a s  an  example. 
H e  s a i d  t h e  Glasgow V . I .  Pa rk  would b e n e f i t  f rom s u c h  s o u r c e  d e s i g n a -  
t i o n s .  

A f t e r  a  number o f  q u e s t i o n s  t h e  Chairman c a l l e d  f o r  a F i s c a l  Note 
on t h e  b i l l  and c l o s e d  t h e  h e a r i n g  on HE770. 

A t  t h i s  p o i n t  t h e  Chairman p e r m i t t e d  S e n a t o r  g a t h e r s  t o  a g a i n  
d i s c u s s  SB300 and  t h e  newest  amendments t h a t  h e  wished  t o  i n t r o d u c e .  
S e n a t o r  Mathers  d e f e r r e d  f o r  b r i e f  t e s t i m o n y  from R e p r e s e n t a t i v e  
C u r t i s s  who a s k e d  t h e  coii?rnittee t o  c o n s i d e r  t h e  i m p o r t a n a c e  of r e -  
s e a r c h  i n t o  renewable  e n e r g i e s  and t h e  p o s s i b i l i t i e s  o f  some o f  t h e  
Coal  Tax moneys b e i n g  used  f o r  such g r a n t s .  

S e n a t o r  Mathers  t h e n  p r e s e n t e d  h i s  more r e c e n t  a ~ c n d m e n t s  e x p l a i  
i n g  t o  the committee t h e  a d d i t i o n  of  p a r k  a c q u i s i t i o n  and culture por -  
t i o n .  H e  a g a i n  s t a t e d  he  d i d  n o t  b e l i e v e  i n  ea rn ta rk ing  any p a r t i c u l a r  
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moneys,  r a t h e r  s u c h  a p p r o p r i a t i o n s  s h o u l d  he b r o u g h t  b e f o r e  t h e  L e g i s -  
l a t u r e  f o r  t h e i r  c o n s i d e r a t i o n .  

S e n a t o r  Dover t h e n  a p p e a r e d  t o  t e s t i f y  on  b e h a l f  o f  a  g a s a h o l  
p l a n t  f o r  t h e  s t a t e  s t a t i n g  f r o n t - l i n e  c a s h  i s  n e e d e d  i n  o r d e r  t o  g e t  
t h e  p rog ram s t a r t e d .  H e  s a i d  f u r t h e r  t h a t  x i t h  r i s i n g  f u e l  costs  and  
a n t i c i p a t e d  s c a r c i t y ,  s u c h  programs s h o u l d  b e  o f  c o n c e r n  t o  t h e  L e g i s -  
l a t u r e .  M r .  Mockler  o f  t h e  C o a l  C o u n c i l  a l s o  t e s t i f i e d  c o n c e r n i n g  t h e  
f u n d s  t o  i m p a c t  a r e a s .  H e  s a i d  h e  f e l t  s u c h  f u n d s  s h o u l d  b e  a l l o w e d  
t o  b u i l d  f o r  t h e  newer  i m p a c t  a r e a s ,  s i n c e  a r e a  p e o p l e  a r e  i m m e d i a t e l y  
a f f e c t e d  by deve lopmen t ;  t h e y  f e e l  s u c h  e f f e c t s  b e f o r e  i m p a c t  f u n d s  c a n  
b e  a c c u m u l a t e d  and d i s t r i b u t e d  t o  them. 

Commit tee  members a s k e d  a  number o f  q u e s t i o n s  c o n c e r n i n g  a n t i c i -  
p a t e d  c o a l  p r o d u c t i o n ,  how t h e  G e n e r a l  Fund would b e  a f f e c t e d  by t h e  
amended p e r c e n t a g e s ,  p r o p o r t i o n  o f  match f o r  h ighway f u n d s  w i t h  t h e  
f e d e r a l .  S e n a t o r   TOM^ s a i d  h e  was c o n c e r n e d  a b o u t  t h e  r e n e w a b l e  r e -  
s o u r c e s  and  l i b r a r y  f u n d s ,  a s  w e l l  a s  e d u c a t i o n  t r u s t  fund .  

S e n a t o r  Towe Moved t o  Amend SB300 by l e a v i n g  income from t h e  
t r u s t  i n t a c t  t o  t h e  U n i v e r s i t y  System. A r o l l  c a l l  v o t e  was t a k e n  
wh ich  f a i l e d  4 - 5 .  Note  h e r e  S e n a t o r s  R o s k i e  a n d  E a g e r  were a b s e n t  a t  
t i m e  o f  v o t e .  

S e n a t o r  Towe t h e n  Moved t o  Amend t h e  b i l l  by l e a v i n g  t h e  i m p a c t  
moneys i n t a c t ;  t h i s  mo t ion  a l s o  f a i l e d  5-6.  S e n a t o r  Hager g o n e  a t  t h e  

) t i m e  o f  t h e  v o t e ,  a  r o l l  c a l l  v o t e .  

The commi t t ee  a g a i n  d i s c u s s e d  t h e  p e n d i n g  Supreme C o u r t  s u i t  and 
t h e  p o s s i b l e  r a m i f i c a t i o n s  o f  amending o r i g i n a l  p e r c e n t a g e s  o f  C o a l  
Tax  ' p i e .  ' 

S e n a t o r  McCallum t h e n  Moved t o  Adopt  amendments recommended by 
S e n a t o r  M a t h e r s  on  makeup b i l l  d i s t r i b u t e d .  The m o t i o n  was c a r r i e d ,  
S e n a t o r s  Manley ,  fiorman and  Towe v o t e d  "No", r o l l  c a l l  v o t e .  

S e n a t o r  Manning made a  mo t ion  t o  R e c o n s i d e r  t h e  c o m m i t t e e ' s  ac-  
t i o n  o f  March 2 1 ,  when o t h e r  amendments w e r e  a d o p t e d  and  t h e  b i l l  re- 
c e i v e d  a  Do P a s s  A s  Amended. The r e c o r d  w i l l  so n o t e .  N o t e  t h a t  "No" 
v o t e s  w e r e  c a s t  by S e n a t o r s  Norman a n d  Manley. 

S e n a t o r  McCallum t h e n  Moved SB300 A s  Amended D o  P a s s .  The m o t i o n  
c a r r i e d  7 - 4 .  r o l l  c a l l  v o t e .  

CONSIDERATION OF HOUSE B I L L  727 :  E ~ p r e s e n t a t i v e  Cooney i n t r o -  
duced  h i s  b i l l  which  h e  s a i d  would s i m p l i f y  t h e  method  o f  r e p o r t i n g  
s ? e c i a l  f u e l s  u s e d ;  i t  would  a l s o  e l i m i n a t e  s p e c i a l  f u e l  u s e r ' s  li- 
censes, r e q u i r i n g  such u s e r s  t o  an17ual ly  o b t a i i l  u s e r ' s  p e r m i t .  :-lr. 
Huss a p p e a r e d  a s  a  p r o p o n e n t  a s  w e l l  and  s a i d  t h e r e  would b e  no  f i s -  
c a l  i m p a c t  t o  t h e  b i l l  b u t  would r e d u c e  paperwork  f o r  b o t h  t h e  D e p a r t -  
ment and  s u c h  s p e c i a l  f u e l  u s e r s .  H e  s c g y e s t e d  a n  amendment t o  t h e  
b i l l  f o r  an  e f f e c t i v e  d a t e .  

M r .  N i c h o l s  o f  t h e  Depar tment  o f  Revenue t e s t i f i e d  a l s o  a n d  s a i d  
t h e  u i l l  h a s  b e e n  s t u d i e d  a n d  d o e s  more b e n e f i t  f o r  i n t r a s t a t e  t r u c k e r s  
t h a n  i n t e r s t a t e .  H e  l i s t e d  some of the  a d v a n t a g e s  o f  t h e  method Fro-  
posed i n  t h e  b i l l  a n d  a g r e e d  it  would g r e a t l y  s i m p l y  r e c o r d  k e e p i n g  



f o r  t h e  Depa r tmen t .  M r .  Cope ly  o f  the idignway 9eparrment a l s o  ap-  
I 

s e a r e d  i n  s u p p o r t  o f  t h e  b i l l .  I 
The Chai rman c a l l e d  f o r  o t h e r  p r o p o n e n t s  o r  o p p o n e n t s ,  a n d  t h e r e  

b e i n g  n o n e ,  p e r m i t t e d  q u e s t i o n s  f rom t h e  c c m m i t t e e .  F o l l o w i n g  a b r i e f  
d i s c u s s i o n ,  t h e  commi t t ee  a g r e e d  t o  move t h e  b i l l ,  w i t h  amendments:  I 

S e n a t o r  Manley Moved t o  Amend HE727 by  a d d i n g  a n  e f f e c t i v e  d a t e ;  
h i s  mccion  c a r r i e d .  1 

S e n a t o r  Wat t  t h e n  M ~ v e d  HB727 A s  Aniended B e  C o n c u r r e d  I n .  H i s  
1 

- 
m o t i o n  c a r r i e d .  I 

CONSIDERATION OF HOUSE B I L L  6 4 6 :  R e p r e s e n t a t i v e  F a b r e g a  s a i d  
his b i l l  was a n  a t t e m p t  t o  p r o v i d e  i n c e n t i v e  t o  d e v e l o p  a  d o m e s t i c  
i n s u r a n c e  company. H e  s a i d  many s u r r o u n d i n g  s t a t e s  have  s u c h  domes- 
t i c  compan ie s  a n d  t h i s  b i l l  g i v e s  i n c e n t i v e  by p r o v i d i n g  a l t e r n a t i v e  
method o f  compu t ing  premium t a x e s  due  f rom s u c h  compan ie s .  H e  s t a t e d  
f u r t h e r  t h e  a d v a n t a g e s  o f  h a v i n g  s u c h  compan ie s ,  i n c l u d i n g  j o b  oppor -  
t u n i t i e s ,  i n c r e a s e d  t a x  b a s e ,  a s  examples .  O t h e r  p r o p o n e n t s  o f  t h e  
b i l l  w e r e  Mike F e l t  who named v a r i o u s  s t a t e s  w i t h  t a x  i n c e n t i v e s ,  n o t -  
i n g  t h e  r e l a t i o n  o f  low t a x e s  t o  t h e  many i n s u r a n c e  companies  b a s e d  i n  
t h o s e  s t a t e s .  M r .  Mahr o f  t h e  i n s u r a n c e  d e p a r t m e n t  s a i d  t h e y  had  no 
o b j e c t i o n s  t o  t h e  b i l l ,  however t h e r e  was some q u e s t i o n s  a b o u t  t h e  
f i s c a l  i m p a c t .  T h e r e  would  a p p e a r  t o  b e  v e r y  l i t t l e  f i s c a l  i m p a c t .  
He a l s o  s a i d  t h e r e  would  a p p e a r  t o  b e  some d i s c r i m i n a t i o n  t o  s m a l l e r  
compan ie s  . 

The Chai rman c a l l e d  f o r  o t h e r  p r o p o n e n t s  o r  o p p o n e n t s  and  t h e r e  
beincj  n o n e ,  p e r m i t t e d  q u e s t i o n s  f rom t h e  commi t t ee .  T h e r e  were d i s -  
c u s s i o n s  a b o u t  t h e  t e r n  " d o m e s t i c  i n s u r e r "  and  V a l c n c i a  Lane ,  r e c e n t  
a d d i t i o n  t o  t h e  T a x a t i o n  Commit tee ,  a  l e g a l  s t a f f  member, was a s k e d  
t o  r e s e a r c h  s u c h  t e r m .  F o l l o w i n g  b r i e f  d i s c u s s i o n  a ~ d  q u e s t i o n s ,  t h e  
h e a r i n g  on HB646 was c l o s e d .  I 

CONSIDEMTION OF HOUSE EILL 898: R e p r e s e n t a t i v e  V i n g e r  p r e s e n -  
t e d  t h i s  b i l l  wh ich  d e a l t  w i t h  t h e r e p o r t i n g  o f  d iese l  f u e l  t a x  and 
r e d u c e d  t h e  p e n a l t y  f o r  f a i l u r e  t o  f i l e  f rom 2 5  t o  1 0 %  o f  t h e  t a x  

1 
d u e .  blr. N i c h o l s  s a i d  t h e  Depar tment  had  no  o b j e c t i c n  t o  t h e  b i l l  
and  a f t e r  b r i e f  q u e s t i o n s ,  t h e  committee a g r e e d  t o  move t h e  b i l l :  1 

S e n a t o r  Manley Moved HB898 Be C o n c u r r e d  I n .  The mot ion  c a r r i e d .  

The c o m m i t t e e  w e r e  t h e n  a s k e d  t o  a g a i n  c o n s i d e r  SB384 and  t h e  1 
F i s c a l  No te  accompanying  t h e  b i l l .  M r .  Mockler  s a i d  h e  d i d  n o t  be-  
l i e v e  t h e  l a r g e  f i s c a l  i m p a c t  was an a c c u r a t e  f i g u r e  and  S e n a t o r  mn- 
l e y  s a i d  h e  f e l t  i f  s o ,  t h e  D e p a r t x e n t  o f  Revenue s h o u l d  j u s t i f y  i t s  
p r o j e c t i o n s .  T e r r y  Cohea ,  R e s e a r c h e r ,  w a s  a s k e d  t o  c o n t a c t  t h e  Depa r t -  

1 
n e n t  and h a v e  t h e  i n d i v i d u a l  p r e p a r i n g  t h e  F i s c a l  N o t e  p r e s e n t  t o  ex- 
p l a i n  his f i g u r e s  a t  S a t u r d a y  rcorn i ; lg l s  i n s e t i n g .  The  n lee t ing  was the r ,  
a d j o u r n e d .  

I 
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TESTIMONY I N  SUPPORT OF 
HB770, AN ACT TO AUTHORIZE 

STATE AND LOCAL GOVERNMENTS AND MOYTANA 
CORPORATIONS TO ESTABLISH FOREIGN TRADE ZONES 

S u b m i t t e d  b y :  Mike F i t z g e r a l d ,  Director -? 
Montana I n t e r n a t i o n a l  T r a d e  Commission d -3 $4 

March 23,  1979 

D e f i n i t i o n  o f :  

I .  F o r e i g n  T r a d e  Zones 

A )  F o r e i g n - T r a d e  Zones Board:  The A c t  o f  J u n e  1 8 ,  1934 pro-  
v i d e s  f o r  e s t a b l i s h m e n t  o f  f o r e i g n - t r a d e  z o n e s  i n  U.S. 
p o r t s  o f  e n t r y  t o  e x p e d i t e  and e n c o u r a g e  f o r e i g n  commerce, 
e a c h  z o n e  t o  b e  o p e r a t e d  a s  a  p u b l i c  u t i l i t y .  The A c t  
a u t h o r i z e s  t h e  Fore ign-Trade  Zones B o a r d ,  compr i sed  o f  
t h e  S e c r e t a r i e s  o f  Commerce, T r e a s u r y ,  a n d  Army, t o  g r a n t  
t o  q u a l i f i e d  p u b l i c  o r  p r i v a t e  c o r p o r a t i o n s  t h e  p r i v i l e g e  
o f  e s t a b l i s h i n g  and o p e r a t i n g  f o r e i g n - t r a d e  z o n e s ,  i n -  
c l u d i n g  s u b z o n e s  f o r  s p e c i a l i z e d  p u r p o s e s .  

Fore ign-Trade  Zones:  S p e c i a l  commercia l  and  j - n d u s t r i a l  
a r e a s  i n  o r  n e a r  p o r t s  o f  e n t r y  i n  t h e  U n i t e d  S t a t e s  and 
P u e r t o  Rico  where  f o r e i g n  f i n i s h e d  g o o d s ,  i n c l u d i n g  r a w  
m a t e r i a l s ,  p r o d u c t  components ,  and  f i n i s h e d  goods ,  may 
b e  b r o u g h t  w i t h o u t  b e i n g  s u b j e c t  t o  payment o f  U.S. 
cus toms  d u t i e s .  These  z o n e s  are p a r t i c u l a r l y  u s e f u l  t o  
b u s i n e s s  f i r m s  engaged i n  m a n u f a c t u r i n g  f o r  wor ld  m a r k e t s ,  
e x p o r t i n g  U.S. p r o d u c t s ,  r e e x p o r t i n g  f rom t h e  U n i t e d  
S t a t e s ,  i m p o r t i n g  f o r  t h e  U.S. m a r k e t ,  and  t r a n s s h i p p i n g  
f o r e i g n  goods  v i a  t h e  U n i t e d  S t a t e s .  

F o r e i g n  e x p o r t e r s  p l a n n i n g  t o  expand o r  open  up new 
American o u t l e t s  may f o r w a r d  t h e i r  goods  t o  a f o r e i g n -  
t r a d e  zone  i n  t h e  U n i t e d  S t a t e s  t o  b e  h e l d  f o r  an  unlim- 
i t e d  p e r i o d  w h i l e  a w a i t i n g  a f a v o r a b l e  m a r k e t  i n  t h e  
U n i t e d  S t a t e s  o r n e a r b y  c o u n t r i e s ,  w i t h o u t  b e i n g  s u b j e c t  
t o  t h e  cus toms  l a w s  --- a n d  w i t h o u t  e n t r y  or  bond.  Mer- 
c h a n d i s e  l a w f u l l y  b r o u g h t  i n t o  t h e s e  z o n e s  may b e  s t o r e d ,  
s o l d ,  e x h i b i t e d ,  b roken  u p ,  r e p a c k e d ,  a s s e m b l e d ,  d i s t r i -  
b u t e d ,  s o r t e d ,  g r a d e d ,  c l e a n e d ,  mixed w i t h  f o r e i g n  and  
d o m e s t i c  m e r c h a n d i s e ,  o r  o t h e r w i s e  m a n i p u l a t e d ,  o r  b e  
m a n u f a c t u r e d .  I n  most i n s t a n c e s ,  f o r e i g n  goods  may a l s o  
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b e  m a n u f a c t u r e d  i n  a zone w i t h  o t h e r  f o r e i g n  goods o r  
o t h e r  d o m e s t i c  goods  b r o u g h t  i n t o  t h e  z o n e .  The r e s u l t i n g  
m e r c h a n d i s e  may t h e r e a f t e r  b e  e i t h e r  e x p o r t e d  o r  t r a n s f e r -  
r e d  f rom t h e  cus toms  t e r r i t o r y .  When f o r e i g n  goods are 
t r a n s f e r r e d  i n t o  cus toms t e r r i t o r y  o f  t h e  U n i t e d  S t a t e s  
f rom a f o r e i g n  t r a d e  zone ,  t h e  goods  must b e  e n t e r e d  a t  
t h e  cus tomhouse .  

Zones are o p e r a t e d  i n  N e w  York C i t y ,  New O r l e a n s ,  San  
F r a n c i s c o ,  S e a t t l e ,  Toledo,  Honolu lu ,  a n d  Mayaguez, 
P u e r t o  Rico. S p e c i a l - p u r p o s e  s u b z o n e s  f o r  m a n u f a c t u r i n g  
are i n  o p e r a t i o n  i n  San F r a n c i s c o ,  C a l i f o r n i a ,  and 
P e n u e l a s ,  P u e r t o  R i c o .  

B )  The Advan tages  o f  Fore ign-Trade  Zones :  

1) The f o r e i g n  e x p o r t e r  b e a r s  none o f  t h e  e x p e n s e s  f o r  
bonds  o r  cus tom i n s p e c t o r s  f o r  a s  l o n g  a s  i m p o r t s  
are s t o r e d ,  s o l d ,  m a n i p u l a t e d ,  e x h i b i t e d  o r  manu- 
f a c t u r e d .  T h i s  a p p l i e s  w h e t h e r  t h e  m e r c h a n d i s e  is 
d u t i f u l  o r  n o n - d u t i f u l .  

2) I m p o r t s  may remain  i n  s t o r a g e  w i t h  no  t i m e  l i m i t  u n t i l  
e n t r y  i n t o  t h e  U.S. cus toms  t e r r i t o r y  is d e s i r e d .  

3) S h i p m e n t s  a r r i v i n g  u n p r o p e r l y  marked may b e  remarked 
a t  t h e  zone  t o  meet cus tom r e q u i r e m e n t s  i n  t h e  U.S. 
t h u s  a v o i d i n g  p e n a l t i e s .  

I recommend t h a t  y o u r  commit tee  s u p p o r t  p a s s a g e  o f  HB770. 
Such a u t h o r i t y  w i l l  p r o v i d e  Montana a n  a d d i t i o n a l  i n c e n t i v e  t o  
d e v e l o p  i n t e r n a t i o n a l  t r a d e  e x p o r t s  and  i m p o r t s  and  p r o v i d e  
p a r t i c u l a r  i n c e n t i v e  t o  d o m e s t i c  and  f o r e i g n  c o r p o r a t i o n s  t o  
engage  i n  more p r o c e s s i n g  and  m a n u f a c t u r i n g  o f  p r o d u c t s  and com- 
m o d i t i e s  i n  Montana f o r  e x p o r t i n g  a b r o a d .  The act i s  p r i m a r i l y  
an  e x p a n s i o n  too l  t o  e n c o u r a g e  b u s i n e s s  and  j o b  development  t h r o u g h  
i n t e r n a t i o n a l  t r a d e .  
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