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bution, marketing and sales.

Section 4. Coins of gold and silver shall be made exclusively from
South Dakota produced .999 fine gold or silver.

Section 5. Only mints which have contracted with the bureau of ad-
ministration may produce the coins.‘Any other production of such coins
is a Class 2 misdemeanor.

Section 6. The bureau of administration may conduct a contest for
the design of one side of the state centennial coin and may award one
thousand dollars to the selected artist for his design. The bureau may
conduct annual contests for artwork for the state coin and may award
an annual prize of one thousand dollars for the selected artwork to be
paid from dedicated royalty proceeds depesited in the commemorative
coin fund. For any design selected, the state of South Dakota shall
retain exclusive rights. Only designs by South Dakota artists are eli-
gible-for consideration.

Section 7. Proceeds from the minting and selling of commemorative
coins shall be placed in the commemorative coin fund which 1is hereby
created and dedicated to the state centennial heritage center.

Section 8. There is hereby appropriated out of any money in the
general fund, not otherwise appropriated, the sum of one thousand dol-
Jars ($1,000), or so much thereof as may be necessary, to the bureau
of administration to be expended for the initial cash prize for the
commemorative coin.

Section 9. The bureau of administration may accept and expend for
the purpose of this Act, in addition to the amount in section 8 of
this Act, any funds obtained from federal sources, gifts, contribu-
tions or any other source if such acceptance and expenditure is ap-

proved in accordance with § 4-88-10.

67



SN N s W N

g
P
,;5

N s et bt el el e bt b et

O W 0 N Ut e W N - o v

precious metals and centennial plates.
Section 5. That § 1-6-1B be amended to read as follows:
1-6-1B. The bureau of administration may authorize the use of the

great seal of the state of South Dakota,_ the_ commemorative medzllio

desion _or the bulljon_coin design on commemorative medallions and

coins and shall charge royalty fees for use of the meme--and--sen}l--ef
the-state same.

Section 6. That § 1-6-19 be amended to read as follows:

1-6-19. Except for coins sold directly by the state of South Dako-
ta, the eentracted officja]l state mint shall have sole responsibility
for distributfon. marketing and sales.

Section 7. That § 1-6-23 be amended to read as follows:

1-6-23. Proceeds {rom the minting and selling of commemorative
eeins mpedallions shall be placed in the commemorative coin fund which
is hereby created and dedicated to the state centennial heritage cen-
ter.

Section 8. Whereas, this Act is necessary for the support of the
state government and jts existing public institutions, an emergency is
hereby declared to exist, and this Act shall be in full force and ef-

fect from and after its passage and approval.
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Total for __ (Month)

* W.S
* R.S.

Wholesale Sales
Retail Sales

Exhibit E

EXHIBIT B

Royalty Reporting Form

W.S .*
Royalty

R.S .*
Royalty
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SOUTH DAKOTA BISON

GOLD &
SILVER

FOR INVESTORS

The State of South Dakotais proud to announce the first year's
oftering for both the serious precious metals investor and the
discriminating coliector — the 1987 edition of the “BISON".
Available in a variety of sizes in both .999 fine silver or .999 fine
gold. Each year the design of the beautifully proof-like minted

medallions will change, thus enhancing the numismatic value

of the collection. Order your first strike today from —

TRI-STATE MINT

P.0. Box 446 » 1600 A Avenue
Sioux Falls, South Dakota 57101

-State or Out-of-State Call Toll Free:
1-800-843-9854

2l
i

1889-1989
CENTENNIAL COIN ORDER

Ship To:

Addre:

City

State Zip Code.

Telephone Number

Payment. [J Cash 0 Check O MoneyOrder
Enclosed No C.0.D. or CREDIT CARDS

Mail Order and Full Payment To:
TRI-STATE MINT
P.0.Box446-1600A. Avenue
Sioux Falis, S.D. 57104

Piease Ship the following South Dakota Centennial Coin
Order as follows:

Quantity Type Type Cost Each  Total Cost
5 oz. Proof Set $3500.00 §

—_— 1 oz. Proof Set 755.00

—_ 1 oz. Gold Coin 695.00

— 1 oz. Silver Coin 24.95

—— 24K Gold Plated Bronze Coin 9.95

—_— Sterling Silver Pendant 25.00

— ——— 10K Gold Pendant 140.00

—_— Sterling Silver Pin 19.95
10K Gold Pin 99.95

Jewelry items available in Centennial DeSIgn(CD) or State Seal of
South Dakota(SS). Please specify CD or SS in “Type".
Add $5.00 for Shipping and Handling. Residents add 4% sales tax.

Shipping & Handling $500 500
4% Sales Tax
AMOUNT ENCLOSED $




2D

. Aninvitation to purchase
South Dakota's
~ Centennial -

-+ Fabruary 22, 1889, Congress created “South Dakota™ along: ‘ Meda u 10ns
with North Dakota, Montana and Washington. The South
Dakota Constltution was approved by the electorate.in
Octaber, 1888, and Arthur C: Mellstte, of Watertown, was

: elected first Governor of South Dakota. On November 2; “As Goveraor,
1889, President Harrison signed the bili which officially 1 wholeheariedly
mada South Dakota the 40th State in the Union. endorse the South

TRI-STATE MINT Masancn ana
Established in 1973 - Butlion Coin
1600 A Avenue - Sioux Falls, SD 57104 Programs.”

In state or out-of-state call toll free

Governor

Howto ordef your South Dakota
Centennial Medallionitems:

Please make your selection from the products
listed below. Include your name and address. MaH
along with your check or money order to the address

quality of fine South Dakota gold or silver.

{some limited editions) are available. Refer to

on the back.
Name
City
State Zip
Phone{ )
Indicate your selection from this list.
Sets. Total
Centennlal Set. Limited edition of 1,000 proof sets.
15 0z. .999 Gold I"ﬁ"gy
1-5 0z. .999 Siiver ounce set
1-5 0z. Antigue Bronze) f;’:;:"gm
$3,500.00 per set .
South Dakota Set. Limited edition of 3,000 proof sets.
1-1 0z. .999 Gold I"".‘“':y
1-1 0z. .999 Silver ounce set
1-1 0z Antique Bronze! ‘:;3“;“,.
$755.00 perset .
g Wi Y, : Individual medallions
% \ ST A e B ) A : X 10z..999Silver ....... 2495 ___
K i A e i ekt oy it 102..999Gold ... .... 69500 __
. . . . . 3 102.Gold PlatedBronze 995 ___ = _ .
Mined, Designed and Minted in South Dakota * Pondants Gt ot
. . o Sterling Sitver .
To celebrate the 100th anniversary of the This unique portrayal of & woman and chil 10k Gold without chain) . . 14000 . .
. 40th state, It IS with great pride that the State * designed by Blackhawk, South Dakota, artist - Pendants (South Dakota Seal)
of South Dakota has approved the production Joan Martin represents the heritage and Sterling Silver 25.00
of these South Dakota Centennial Medallions. people of South Dakota... past, present 10k Gold withoutchaim . . 140.00
These centennial medallions are minted at - and future. Pins (Centennial Design}
sf« the official state mint, Trl-State Refining, in Because of their classic design and high Sterling Silver ........ 19.95 _
;. Sioux Falls. The precious metals contained In - quality, South Dakota Centennial Medallions 10kGold ........... 9885 _____
§_ each medallion are mined in the Black Hllis wili be a cherished memory of the state PINS (South Dakota Seal)
% . of South Dakota. centennlal and a collectable keepsake of the Sterling Silver ....... 198%
Each hand-crafted medaliton is history of the American West. 10kGold ........... 999 __.
i manufactured from the highest possible A wide variety of medallion sizes and sets Handling Charge ............ $5.00

Antiqued bronze pleces, also available, are
glven the greatest attention to detail.

the order biank for information on how to
order your medallion today.

[l

Grand Total

{South Dakota rasidents add 5% sales tax)
Prices subject to change without notice.
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AN ACT

relating to an offici#l_state coin.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
SECTION 1. Article 11, State Purchasing aﬁd General Services
Act (Article 601b, Vernon's Texas Civil Statutes), is amended by
adding Section il.OS to read as follows:

Sec. 11.05. OFFICIAL STATE COIN. (a) The commission shall

contract for the designs, production, marketing, and distribution

of the official state coins bearing the Great Seal of Texas. The

coins shall be minted of pure gold or silver and may be minted in

one ounce, one-half ounce, one-gquarter ounce, and one-tenth ounce

weights. The contract must be exclusive, be for a term of six

years, and provide for a royalty to be paid to the commission in an

amount not lower than two percent of the sales price of the coins.

The commission shall award the contract based on bid and wviability

of performance. The successful bidder must agree to mint the coins

in Texas by December 31, 1987. The commission shall deposit the

money received from the royalty in the state treasury to the credit

of the general revenue fund.

(b) Notwithstanding any other provision of law, a person may

not produce or sell or otherwise distribute a coin bearing the

Great Seal of Texas except under a contract with the commission

under this section.

SECTION 2. Subchapter H, Chapter 151, Tax Code, is amended
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H.B. No. 2060
by adding Section 151.340 to read as follows:

Sec. 151.340. OFFICIAL STATE COIN. Official state coins

produced under Section 11.05, State Purchasing and General Services

Act (Article 601b, Vernon's Texas Civil Statutes), are exempted

from the taxes imposed by this chapter.

SECTION 3. The importance of this legislation and the
crowded condition of the calendars in both houses create an
emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several
days in each house be suspended, and this rule is hereby suspended,
and that this Act take effect and be in force from and after its

passage, and it is so enacted.
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H.B. No. 2060

President of the Senate Speaker of the House

I certify that H.B. No. 2060 was passed by the House on May

15, 1987, by a non-record vote.

Chief Clerk of the House

I certify that H.B. No. 2060 was passed by the Senate on May

28, 1987, by the following vote: Yeas 30, Nays O.

Secretary of the Senate

APPROVED:

Date

Governor
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(REPRINTED WITH ADOPTED AMENDMENTS)

SECOND REPRINT S.B. 179

SENATE BILL NO. 179--COMMITTEE ON NATURAL RESOURCES

MARCH 5, 1987

Referred to Committee on Natural Resources

SUMMARY--Authorizes minting of certain medallions and bars and limits permissible use of
state seal. (BDR 19-57)
FISCAL NOTE:  Effect on Local Government: No.
Effect on the State or on Industrial Insurance: No.

-

EXPLANATION--Mauer in italics is new; matter in brackets | J is matorial to be omitted.

AN ACT relating to governmental affairs; authorizing the minting of certain medallions and
bars; limiting the use of the state scal; and providing other matters properly. relating
* thereto.

THE PEOPLE OF THE STATE OF NEVADA, REPRESENTED IN SENATE
AND ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1. Chapter 235 of NRS is hereby amended by adding thereto the
provisions set forth as sections 2 to 5, inclusive, of this act.

Sec. 2. As used in sections 3 to 6, inclusive, of this act, unless the
context otherwise requires, ‘‘director’” means the director of the department
of general services.

Sec, 3. 1. The director, after consulting with the executive director of
the commission on tourism, the administrator of the department of museums
and history and the executive director of the department of minerals, may
contract with a mint to produce medallions made of gold, silver, platinum or
nonprecious metals and bars made of gold, silver or platinum.

2. The decision of the director to award a contract to a particulgr mint
must be based on the ability of the mint to:

(a) Provide a product of the highest quality;

(b) Advertise and market the product properly, including the promotion of
museums and taurism in this state; and

Exhibit G
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(c) Comply with the requirements of the contract.

3. The director shall award the contract 10 the lowest responsible bidder,
except that if in his judgment no satisfactory bid has been received, he may
reject all bids.

4. All bids for the contract must be solicited in the
NRS 333.310 and comply with the provisions of NRS 333.330.

Sec. 4. 1. The ore used to produce such a medallion or bar must be
mined in Nevada, if the ore is available. If it is not available, ore newly
mined in the United States may be used. Each medallion or bar made of
gold, silver or platinum must be 0.999 fine. Additional series of medallions
made of gold, silver or platinum.at degrees of fineness of 0.900 or greater
may be approved by the director with the concurrence of the interim finance
committee. The degree of fineness of the materials used must be clearly
indicated on each medallion.

2. Medallions may be minted in the following weights:

(a) 1 ounce.

) 0.5 ounce.

(c) 0.25 ounce.

) 0.1 ounce.

3. Bars may be minted in the following weights:

(a) 1 ounce.

(b) 5 ounces.

(c) 10 ounces.

(d) 100 ounces.

4. Each such medallion must bear on its obverse The Great Seal of the
State of Nevada and on its reverse a design selected by the director, in
consultation with the executive director of the commission an tourism, the
administrator of the department of museums and history and the executive
director of the department of minerals. '

Sec. 5. 1. The director shall set and collect -a royalty for the use of The
Great Seal of the State of Nevada from the mint which produces the
medallions or bars. The amaunt of the royalty must be:

(a) Based on the usual and customary fee charged as a commission by
dealers of similar medallions or bars; and

(b) Adjusted at least once each year to ensure it is competitive with the
usual and customary fee.

2. The director shall report every 6 months to the legislature, if it is in
session, or to the interim finance comminee, if the legislature is not in
session. The report must contain:

(a) The amount of the royalties being charged; and

(b) The information used to determine the usual and customary fee
charged by dealers.

prescribed in
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3. The money collected pursuant to this section must be deposited in the
state general fund.

Sec. 6. NRS 235.010 is hereby amended to read as follows:

235.010 1. There shall be a seal of the State of Nevada called. The

‘Great Seal of the State of Nevada, the design of which [shall be] is as

follows: In the foreground, there [shall] must be two large mountains, at the
base of which, on the right, there [shall] must be located a quartz mill, and
on the left a tunnel, penetrating the silver leads of the mountain, with a
miner running out a carload of ore, and a team loaded with ore for the mill.
Immediately in the foreground, there [shall} must be emblems indicative of
the agricultural resources of the state, as follows: A plow, a sheaf and
sickle. In the middle ground, there [shall] must be a railroad train passing a
mountain gorge and a telegraph line extending along the line of the railroad.
In the extreme background, there [shall] must be a range of snow-clad
mountains, with the rising sun in the east. Thirty-six stars and the motto of
our state, *‘All for Our Country,”’ [shall] musr encircle the whole group. In
an outer circle, the words ‘‘The Great Seal of the State of Nevada'’ [shall]
must be engraved with ‘‘“Nevada’’ at the base of the seal and separated from
the other words by two groups of three stars each.

2. The size of the seal [shall} must not be more than 2 3/4 inches in
diameter.

3. The seal [shall] must be kept by the governor and used by him
officially. The secretary of state [shall] must have access to the seal at all
times, and may use it in verification of all his official acts.

4. [Every)] A reproduction or facsimile of the seal may only be used:

(a) With the written permission of the governor;

(b) In the performance of official acts by an agency of one of the
branches of state government;

(c) On medallions or bars minted under the direction of the director; or

(d) As otherwise permitted by a specific statute.

5. Except as otherwise provided in NRS 205.175, every person who
[maliciously or with intent to mislead or defraud uses,] ises or allows to be
used, any reproduction or facsimile of [the great seal of the State of Nevada,
in any manner whatsoever, shall be] The Great Seal of the State of Nevada
in violation of subsection 4 is guilty of a misdemeanor.

Sec. 7. 1. The director of the department of general services, in
consultation with the executive director of the commission on tourism, the
administrator of the department of museums and history and the executive
director of the department of minerals, shall conduct a contest to select the
design for the reverse of one or more medallions minted pursuant to section
3 of this act.

-4 -

1 2. The theme of the design must be related to Nevada and the artist must
2 be a resident of Nevada. The director of the department of general services
3 shall determine the rules for the contest, including the number and identity
4 of the judges.

5 3. Prizes must be given for the designs awarded first, second and third
6 place by the judges. The prize for first place must be the first 1-ounce
7 medallion minted. The prize for second place must be the first 0.5-ounce
8 medallion minted. The prize for third place must be the first 0.25-ounce
9 medallion minted.

®
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(REPRINTED WITH ADOPTED AMENDMENTS)
FIRST REPRINT S.B. 230

SENATE BILL NO. 230--COMMITTEE ON TAXATION

MARCH 13, 1987

Referred to Committee on Taxation

SUMMARY--Proposes (0 exempt certain forms of. precious metals from taxes on retail sales.
(BDR 32-54) '
FISCAL NOTE:  Effect on Local Government: Yes.
Effect on the State or on Industrial Insurance: Yes.

-

EXPLANATION--Matier in italics is new; matier in brackets 1 1 is maserial 10 be omitsed.

AN ACT relating to taxes on retail sales; providi g for the submission to the voters of the
Question whether the Sales and Use Tax Act of 1955 should be amended to provide
an_exemption for certain forms of precious metals sold at retsil; contingently
creating the same exemption from certain analogous taxes; and providing other
matters properly relating thereto.

THE PEOPLE OF THE STATE OF NEVADA, REPRESENTED IN SENATE
AND ASSEMBLY, DO ENACT AS FOLLOWS:

1 Section 1. At the general election on November 8, 1988, a proposal
2 must be submitted 1o the registered voters of this state to amend the Sales
3 and Use Tax Act, which was enacted by the-47th session of the legislature
4 of the State of Nevada and approved by the governor in 1955, and
5 subsequently approved by the ‘people of this state at the general election held
6 on November 6, 1956... o
7  Sec.2. At the time and in the manner provided by law, the secretary of
8 state shall transmit the proposed act to' the several county clerks, and the
9 county clerks shall cause it to be published and posted as provided by law.,
10 Sec. 3. The proclamation and notice to the voters given by the county
1 clerks pursuant to law must be in substantially the following form:
12 Notice is hereby given that at the general election on November 8,
13 1988, a question will appear on the ballot for the adoption or rejection
14 by the registered voters of the state of the following proposed act:

-2-

AN ACT to amend an act entitled ‘‘An Act to provide revenue
for the State of Nevada; providing for sales and use taxes;
providing for the manner of collection; defining certain terms;
providing penalties for violation, and other matters properly
relating thereto.’’ approved March 29, 1955, as amended.

THE PEOPLE OF THE STATE OF NEVADA DO ENACT AS FOLLOWS:

OO NN E W -

Section 1. The above-entitled act, being chapter 397, Statutes of
10 Nevada 1955, at page 773, is hereby amended by adding thereto a new

11 section to be designated as section 63.5, immediately following section
12 63, to read as follows:

13 Sec. 63.5. There are exempted from the taxes imposed by this
14 chapter the gross receipts from the sale, storage, use or other
15 consumption in this state of:

14 1. Gold, silver or platinum medallions or bars which are
17 statutorily authorized to bear the state seal; and

18 2. Gold, silver, platinum and other precious metals sold at
19 retail as bullion, ingots, bars or bullion coins.

20 ‘Sec. 2. This act becomes effective on January 1, 1989.

21  Sec. 4. The ballot page assemblies and the paper ballots to be used in
22 voting on the question must present the question in substantially the
23 following torm:

24 Shall the Sales and Use Tax Act of 1955 be amended to provide an
25 exemption from the taxes imposed by this act on the gross receipts
26 from the sale, storage, use or other consumption of gold, silver or
27 platinum bars or medallions which are statutorily authorized to bear the
28 state seal, and gold, silver, platinum and other precious metals sold at
29 retail as bullion, ingots, bars or bullion coins?

30 Yes No

31  Sec. 5. The explanation of the question which must appear on each paper
32 ballot and sample ballot and in every publication and posting of notice of the

- 33 question must be in substantially the following form:

34

35 (Explanation of Question)

36 The proposed amendment to the Sales and Use Tax Act of 1955
37 would exempt from the taxes imposed by this act the gross receipts
38 from the sale, storage, use or other consumption of gold, silver or
39 platinum medallions or bars which are authorized by law to bear the
40 state seal, and gold, silver, platinum and other precious metals sold at
41 retail as bullion, ingots, bars or bullion coins. If this proposal is
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adopted, the legislature has provided that the Local School Support
Tax Law and the City-County Relief Tax Law will be amended to
provide the same exemption.

Sec. 6. If a majority of the votes cast on the question is yes, the
amendment to the Sales and Use Tax Act of 1955 becomes effective on
January 1, 1989. If a majority of votes cast on the question is no, the
question fails and the amendment to the Sales and Use Tax Act of 1955 does
not become effective.

Sec. 7. All general election laws not inconsistent with this act are
applicable.

Sec. 8. Any informalities, omissions or defects in the content or making
of the publications, proclamations or notices provided for in this act and by
the general election laws under which this election is held must be so
construed as not to invalidate the adoption of the act by a majority of the
registered voters voting on the question if it can be ascertained withf
reasonable certainty from the official returns transmitted to the office of the
secretary of state whether the proposed amendment was adopted or rejected
by a majority of those registered voters.

Sec. 9. Chapter 374 of NRS is hereby amended by adding thereto a new
section to read as follows:

There are exempted from the taxes imposed by this chapter the gross
receipts from the sale, storage, use or other consumption in this state of :

1. Gold, silver or platinum medallions or bars which are statutorily
authorized to bear the state seal; and

2. Gold, silver, platinum and other precious metals sold at retail as
bullion, ingots, bars or bullion coins.

Sec. 10. Section 9 of this act becomes effective on January 1, 1989, only
if the question provided for in section 3 of this act is approved by the voters
at the general election on Navember 8, 1988. :

@



Samuel B. K. Chan o
Director o Exhibit H D

LEGISLATIVE REFERENCE BUREAU
State of Hawaii

State Capitol

Honolulu. Hawaii 96813

Phone (808) 548-6237

October 6, 1987
3708-A

Mr. Steven D. Lee
Goldfinger Hawaii, Inc.
P. O. Box 10578
Honolulu, HI 96816

Dear Mr. Lee:

Earlier this year, | had contacted you or your association concerning the
study this office was undertaking in response to House Resolution No. 208, H.D.
1, a copy of which is enclosed for your information. -

Our basic research has been completed and we now need your assistance in
arriving at a consensus on matters raised in the resolution. For that purpose,
we have designed a questionnaire to focus your response thereto. The
questionnaire is enclosed together with some tables, charts and one chapter of the

report which, hopefully, will provide background information on the questions to
be addressed.

We will hold a meeting on Tuesday, October 27, 1987, in Senate Conference
Room 5 of the State Capitol beginning at 9:30 a.m. At that meeting, we will go
over the materials presented including the questionnaire to assist you in
responding to the separate questionnaire items. In addition, we will be interested
in any views that you may wish to express on this program.

If you are unable to make the meeting, we would, nevertheless, appreciate
your completing and returning to us the questionnaire in the stamped addressed
envelope provided. Should you have any questions on our survey or the study,
please feel free to call the undersigned at the number above listed.

Please accept our thanks for your interest and consideration.

Sincerely,

‘W K. Chang ;
Director

SBKC:jv
Encs.
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List of Nongovernment Invitees to Meeting of October 27, 1987.

" Ms. Cleota G. Brown

Vice President/Area Manager
Deak International

677 Ala Moana Blvd., Suite 507
Gold Bond Building

Honolulu, HI 96813

Mr. David Byrne

The Pacific Mint, Ltd.
© 2349 Plumeria Place
Honolulu, HI 96822

Mr. Thomas Enomoto

Hawaii Visitors Bureau

2270 Kalakaua Avenue, Suite 801
Honolulu, HI 96815 .

Mr. M. F. Kendrick

Hawaii State Numismatic
Association

Box 477 '

Honolulu, HI 96809

Mr. Steven D. lLee
Goldfinger Hawaii, inc.
P. O. Box 10578
Honolulu, HI 96816

Mr. Bernard von NotHaus
Royal Hawaiian Mint

P. O. Box 900

Honolulu, HI 96808

Mr. Joseph Schucart

Montgomery Manufacturing Division
Duty Free Shoppers, Ltd.

3170 Ualena Street

Honolulu, HI 96819

Mr. Edwin Shimizu

The Chamber of Commerce of Hawaii
735 Bishop Street, Suite 220
Honolulu, HI 96813

Mr. Timothy Shoup

‘Hawaii Jewelers Association
Jewels of the Pacific ‘
432 Ena Road

Honolulu, HI 96815
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Exhibit |

Questionnaire

STATE-SPONSORED MINTING OF PRECIOUS METAL MEDALLIONS

1. I am from the Government sector _ 2
2. I am from the Private sector and am a (check all applicable):
__f__ Coin collector
3 Coin manufacturer
2 Jeweler
3 Jewelry manufacturer
1 Precious metal/coin dealer
Visitor industry/business/trade association representative

Other (please specify)

Note: Coin includes coins, medals and tokens.

Production of Medallions

3. 5 I am in favor 1 1 am not in favor 2 Depends

of the State engaging in a precious metal medallion program.

4. If the State should sponsor a medallion program, the medallions should be
minted in:

(a) The following metals (check all applicable):

2 Platinum 3 Bronze
7 Gold Copper
7 Silver Other

(please specify)
(b) The following weights (check all applicable):

5  1/2 oz. 2 1/20 oz.
5 174 oz. 7 oOther 1 0z.

(please specify)
4 1710 oz. 1 50z

(c) The following places:
5 In Hawaii only
1 In United States only

2 Anywhere it can be produced at the lowest cost
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Marketing and Sales of Medallions

5. The royalty to be charged for state sponsorship of a medallion program
should be (check appropriate gold and silver blanks for either (&), (b),
or (c)):

(a) On a per ounce basis:

For Gold For Silver
4 1 %2
— %3 N |
— %2 _____ 50 cents
— % 25 cents

o

@ $5 other (please specify) Other (please specify)

(b) On a per piece basis:

For Gold For Silver

1 sa4 _1_s2
—_§3 SN 3!
52 50 cents
81 25 cents

Other (please specify) Other (please specify)

(c) On a percentage of the sales price of a piece:

For Gold A For Silver

2 2w

3% 3%

2% _ %

1 I ¥ 4

_1  oOther (please specify) _____ Dther (please specify)

1 _No Royalty
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The medallions should be:
(a) Tied in with tourism promotion. _4  Yes 2 No
(b) And marketed primarily (check one):
_2  In Hawaii ____ In the United States
_4  Anywhere doesn't matter
(c) With respect to the excise (sales) tax (check one):
_2  Totally taxed _2 _ Totally exempt
_1  Exempt only on bulk sales of $1,000 and over _ 2 Bulk sales over

——-$5,000
I believe & royalty program in the amounts specified in 5 by the

program’s third year of operation with good administration will produce
annual revenues of (check one appropriate blank for (a), (b), and (c)),
(a) if sales are totally exempt from excise (sales) taxes,
_2__ Under $50,000

2 Over $50,000 but under $100,000
Over §$100,000 but under $200,000
Over $200,000 but under $300,000
1  Over $300,000 but under $400,000
Over $400,000 but under $500,000

Over $500,000

(b) 4if only bulk sales of $1,000 and over are exempt,
__ 3  Under $50,000
Over $50,000 but under $100,000
_ 1 Over $100,000 but under $200,000
Over $200,000 but under $300,000
1 Over $300,000 but under $400,000
Over $400,000 but under $500,000

Over $500,000



(c)

if sales are totally taxed,

2 Under $50,000 : 1@-0-

Over $50,000 but under $100,000

1  Over $100,000 but under $200,000
Over $200,000 but under $300,000
1  Over $300,000 but under $400,000
Over $400,000 but under $500,000

Over $500,000

ADMINISTRATION

8.

10.

The state medallion program should be administered by the state (check

one):
_2

-2

2
-1

Department of accounting and general services
Department of budget and finance

Department of business and economic development
Department of taxation

Other (please specify) Dept. of Commerce and Consumer Affairs

In carrying ont a medallion program, the state should:

Other (please specify)

Restrict the minting of the medallions to one producer after
competitive bid

Open the minting of the medallions to 211 producers who qualify
under set criteria and willing to pay a set royalty

The producer selected by the state should be bonded.

7

Yes 1 No

In the amount of (check one):

3

1

$50,000

Over $50,000 but under $100,000
Over $100,000 but under $200,000
Over $200,000

Other (please specify) Monthly gross premium in proportion to total sales
$2,000,000




11.

12.

13.

14.

The design of the medallion should have the state seal on one side

6 Yes 1 No 1 Only on larger sizes

and the design on the other should be chosen (check one or more):
__E__ Based on a contest from the general public in State

Based on a contest from the general public in U.S.

Based on a contest from the general public anywhere

Based on a contest from in-state artists only

Based on a contest from U.S. artists only

1 Based on & contest from artists agywhere

Other (please specify)

The winning design should be selected by a committee composed of (check
all applicable):

Professional coin manufacturers

Artists

Coin collectors/coin collector association

Coin dealers

Representatives of the visitor industry

General public

Jeweler/Jeweler association =
Precious metal dealers

Educators, UH, DOE, Bishop Museum,
Other (please specify) Kamehameha School, legislative representative

The state should try to achieve a two-way market (buy-back).

The state should not try to achieve a two-way market (buy-back).

Please share with us below and on the reverse side any other ideas you
may have on a state-sponsored precious metal medallion program.
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The following handwritten comments received on item 14 of the
questionnaire have been transcribed unedited.

As a local mint, we are currently designing, manufacturing and
marketing premium coins. These coins are being sold to collectors,
precious metal dealers, jewelry manufacturers, jewelry wholesalers
and jewelry retailers.

H.R. No. 208 "it would not be the intent of the State to compete at
an unfair advantage with private business (including) local coin
mints, dealers and jewelers who have already successfully
manufactured, marketed and sold commercial gold and silver coins."

We are opposed to an official state coin that would compete at an
unfair advantage with any existing private business. This unfair
advantage may be reduced by:

1. Producing the official coins in larger (bullion)
sizes only. This would reduce the competition of the
official coin with existing private Hawaiian coins
being sold for jewelry use at much higher premiums.

2. Producing the official coins in a different finish
than the existing private coins. (e.g. Bright
uncirculated instead of proof.)

3. Charging a high premium for the official coins.

4. Limiting the mintage of the official coins. This
would increase the desirability of these coins for
collectors, while at the same time prevent flooding
the existing market for private coins with a cheaper
alternative.

86



Exhibit J

ANNOTATED DRAFT OF PROPOSED LEGISLATION

The draft of legislation that follows embodies the Bureau's
recommendations for a state-sponsored commemorative medallion program
should the Legislature decide to undertake such a program.

It should be repeated that with respect to precious metal medallions,
there are three distinct markets with different characteristics. First, there
is the bullion market. A true participant in this market is not primarily
concerned with quantity of pieces issued nor the beauty of design. What
counts is that the piece has the integrity of quality and metal content that
the piece professes to have. Price is also a prime consideration. The buyer
is mainly concerned with the commodity value of a piece and wants the best
quality product for the least investment.

The second is the numismatic market. Here, mintage amounts of a
particular issue is important as well as the attractiveness of design and how
well the piece is produced. A purchaser of a numismatic piece expects to pay
a premium over bullion value much greater than the purchaser of a bullion
piece. The magnitude of the premium depends on supply and demand market
factors.

The third market which surfaced during the meeting of October 27 is the
jewelry market. It would appear that if a medallion were sold as a true
jewelry piece or if a commemorative medallion, either of bullion or numismatic
variety, which is used as the basis for a jewelry piece, the cost or sale price
of the item as jewelry would have a floor based on the underlying market
price, either as bullion or numismatic item, with a mark-up based upon the
artistic design or value added by the work of the artisan who produces the
resulting piece of jewelry.

The strategy, therefore, of marketing a state-sponsored commemorative
medallion depends upon which of these markets the program is designed to
capture. The legislation proposed is written broadly enough to accommodate
whatever decision is made.

In terms of the issue of multiple producers, the legislation is broad
enough to permit multiple producers if they would submit a bid as a
consortium. The administering agency would look to the principal of the
consortium as the responsible party. However, in the carrying out of the
minting contract, the parties vis-a-vis one another could agree to the roles
each of the individuals would play.
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A BILL FOR AN ACT

RELATING TO THE HAWAII COMMEMORATIVE MEDALLION PROGRAM.
BE. IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

SECTION 1. The Hawaii Revised Statutes is amended by adding

a new chapter to be appropriately designated and to read as
follows:

"CHAPTER
STATE COMMEMORATIVE MEDALLIONS

§ -1 Definitions. As used in this chapter:

"Buy-back" means that a coin or precious metal dealer will
accept for trade at prevailing market prices a precious metal
piece as containing the quality and weight stated on the piece if
in satisfactory condition.

"Commission" means the advisory commemorative medallion
commission established in this chapter.

"Director" means the director of the department

of

"Fineness" means the proportion of pure metal, such as gold
or silver, contained in a medallion.

"Medallion" means a piece of metal, marked with a design or
inscription.

"State seal" means the great seal of the State of Hawaii as
described in section 5-5.

Commentary

The administering agency and its head is not designated since
it is felt that all four of the Ilogical departments with some
connection to the program, are equally competent to handle its
administration. The specific choice of agency is a matter of policy
depending on what aspect of the medallion program is to be
emphasized, i.e., procurement, investment of revenues, promotion
of Hawaii and tourism, or enforcement of revenue laws. The
questionnaire responses split two votes each for the departments of
accounting and general services, business and economic
development, and taxation with one vote for the department of

commerce and consumer affairs. No one voted for the department
of finance.

§ -2 Commemorative medallion program. The director, or
the director's designated representative, after consultation with
the advisory commemorative medallion commission established in
section -3, may:

(1) Contract or otherwise arrange for the minting of

commemorative medallions in such precious or
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nonprecious metals, amounts, weights, and sizes,
considered to be appropriate.

(2) Arrange for the design, promotion, and marketing of
commemorative medallions by the State, through the
person contracted to mint the medallions, through
others, or by a combination of the foregoing.

(3) Sponsor contests in connection with the promotion of
the commemorative medallion program, including, but not
limited to, naming the medallion and designing the
faces thereof, and awarding prizes to the winning
entries.

(4) Notwithstanding section 5-=6, authorize the use of the
state seal on commemorative medallions minted under
this program in return for a royalty for such use.

(5) Do all things desirable to successfully carry out the
program established by this chapter.

Commentary

This section establishes the state commemorative medallion
program, which while not patterned exactly after any other
legislation . in the Appendix, most resembles South Dakota's. The
section is written to give broad authority and discretion to the
administering agency head to design a successful program utilizing
the expertise of the members of the advisory commission. Note also
that contests may be run not only to obtain designs for the
medallion but also to give a name to it, such as the "Aloha Dala".
These contests may be desirable as part of the promotional aspect
of marketing.

§ -3 Advisory medallion commission. (a) There is
established, within the department of for
administrative purposes, the advisory commemorative medallion
commission consisting of five members to be appointed by the
governor as provided in section 26-34. The members shall be
selected from and representative of at least five of the
following segments of the community: a coin dealer, a coin
collector not a dealer, a coin or medallion manufacturer, a
precious metal commodity dealer, a jewelry industry
representative, a visitor industry representative, a community
organization representative, or a member of the general public.
The governor shall designate the chairperson of the commission.

(b) The members of the commission shall serve without pay
but shall be reimbursed for necessary expenses while attending
meetings and while in the discharge of duties and
responsibilities.

(c) Members of the commission shall be subject to the call
of the chairperson or the director.

(d) The duties of the advisory commemorative medallion
commission shall include consultation with the director on all
matters pertaining to the commemorative medallion program and on
such other specific matters upon which the director requests the
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commission's advice. The fact that a commission member is
financially or otherwise interested in a matter before the
commission shall not disqualify the member from participating in
deliberations or wvoting; provided that prior to such action,
public disclosure is made of the member's interest. The
director, however, shall have the final authority and
responsibility on whatever action is taken.

Commentary

This section establishes the advisory commemorative medallion
commission, to be appointed by the governor by and with the
advice and consent of the senate, for staggered four-year terms.
The composition of the commission is specified so that at least five
of eight named areas are represented. Members are to serve
without compensation and may be convened either by the
chairperson or the director. Specific provision is made for the
nondisqualification of a member from participation in commission
matters if prior public disclosure of a member's interest is made.
This is to assure that the commission has the full benefit of each
member’'s expertise. What effect the action of an interested member
has on a commission recommendation is to be weighed by the
director who has the authority to make and responsibility for
making the final decision. Language is included to clearly spell out
that the role of the commissioner is advisory.

§ -4 Execution of the program. The following

requirements shall apply to the commemorative medallion program:

(1) The precious metal content of a medallion shall be not
less than .916 fine. The fineness of the precious
metal content shall be inscribed on each medallion.

(2) Metals from South Africa shall not be used in minting
medallions.

(3) Medallions shall be minted or produced only within the
State.

(4) The person selected to mint or produce the medallions
shall possess such a reputation for quality and
integrity of product that the medallions produced by
that person are capable of buy-back acceptance.

(5) Distribution of medallions shall be available to all
dealers on an equal basis. Volume discounts may be
given.

(6) Royalties from the medallion program shall be deposited
into the state general fund.

(7) Bond may be required, on such terms as the director
deems appropriate, to secure the faithful performance
under the contract of the person contracted to produce
and market the medallions.
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Commentary

While the overall tenor of the law is to be broad and flexible,
certain minimal requirements are desirable. Because the program is
intended to market bullion pieces, a minimum precious metal content
should be established so that Hawaii's medallion is competitive with
other bullion offerings. The .916 fineness is on the low side of
precious metal content and establishes a minimum fineness similar to
that of the gold American Eagle and British Sovereign compared to
the Canadian Maple Leaf, China Panda, California Gold, and South
Dakota Bison which call for a fineness of .999. A fineness greater
than .916 may be required if market conditions dictate a need for a
product of greater purity of precious metal content.

In view of the policy position Hawaii's Legislature has taken
with respect to divestiture of South African investments by state
agencies, a prohibition against using South African metals to mint
medallions is included. South Africa produces fifty per cent of the
world's gold.

The provision to require producing the medallion in-state is
designed to promote the creation of another industry ' in the State
and to capitalize, for promotional purposes perhaps, the fact that
the product is made in Hawaii.

A provision is included to require that the minter selected has
the qualifications to produce medallions capable of being accepted
for buy-back.

« Prevention of favoritism and control of prices by select
distributors is the purpose behind the provision assuring equal
availability to wholesalers and other Ilarge quantity purchasers.
Distributor selectivity has been a criticism of the United States

Treasury's American Eagle sales program. Hawaii may wish to
utilize a schedule similar to that of South Dakota as shown in Table
5.

' | Royalties collected are to be deposited into the general fund.
Discretion is given to the program administrator to require a
faithful performance bond, depending on its availability and cost.

§ -5 Reports. The director shall submit annually to the
governor and the legislature a report on the results of the
commemorative medallion program. The report shall contain, at a
minimum, data as to the total number of pieces produced, broken
down by types of metal, size, number, and weights, royalties
collected by categories and period of receipt, which shall be not
less than quarterly, and the person or persons who have been
contracted to produce the medallions. The director may also
include such other information deemed appropriate to furnish. an
accurate accounting of the operation of the program.
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‘Commentary

In order to assist the Legislature in the evaluation of whether
the medallion program is~ achieving what is intended to be
accomplished and whether it should be sunsetted, a reporting
requirement is necessary to obtain basic data to assist in
determining  what types of medallions are the best sellers and the
reasons why. they are such.

§ -6 Unlawful production of commemorative medallions;
forfeiture. State commemorative medallions shall be produced
only by persons who have been contracted by the director to
produce them. Any person who produces such medallions without a
contract shall be guilty of a misdemeanor, and in addition to any
other penalty provided by law, shall be subject to forfeiture to
the State of any unlawfully produced commemoratlve medallions in
such person's posse331on :

Commentary

The first part of the section follows prohibitions contained in
the statutes of California and South  Dakota. A forfeiture of
unlawfully produced medallions has been added to strengthen
sanctions against unauthorized producers. Forfeitures are not new
being authorized in the Penal Code of animals subjected to cruelty
and gambling: devices and stakes used in gambling. ‘

§ - -7 Repeal of chapter. This chapter is repealed on
December 31 of the sixth year follow1ng the year of its
enactment

Comme nta ry

This sectlon sunsets the state commemoratlve medalllon program
at a future time. The program has at least six full years to
demonstrate its effectiveness and desirability. :

SECTION 2. Chapter 237, Hawaii Revised Statutes, is amended
by adding a new section to be approprlately designated and to
read as follows: v

"§237- Exemption of bulk sales of bullion. (a) There
shall be exempted from, and excluded from the measure of,  the
taxes imposed by this chapter all of the gross proceeds arising
from .bullion traded in bulk sales of $5,000 or more.

(b) As used in this section, "bullion" means state
commemorative medallions produced pursuant to: . chapter and
precious metal in the form of coins, bars, ingots, or plates.
which are traded primarily at a mark-up over commodity value and
not solely on numismatic value."
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Commentary

The approach taken with respect to exemption from general
excise taxes is one excluding bulk sales of precious metals in
bullion form. While other jurisdictions give an exemption for
amounts exceeding $1,000, the amount used here has been raised to
$5,000. At the current prices of gold, a transaction involving two
one-ounce medallions would qualify as a bulk sale transaction if the
limit were $1,000. The intent here is to exempt transactions
involving the genuine investor in precious metal commodities, who
without this exemption for Hawaii, would probably take the
investor's business to some other more favorable taxing jurisdiction.

Total exemption from sales taxes of all transactions in state
commemorative medallions is not advised because, as has been
previously demonstrated, the greatest amount of revenues raised
from a commemorative medallion program will be from the sales taxes
geared to an ad valorem base.

It should be noted that the department of taxation by letter
dated November 20, 1987 to the author "does not feel that any
exemption is necessary for the program.” Further that "the
exemption of some but not all sales of this type adds to the
problems of administering the tax laws and the problems of
bookkeeping by the persons who must pay the tax.”

SECTION 3. There is appropriated out of the general
revenues of the State of Hawaii the sum of $15,000, or so much
thereof as may be necessary for fiscal year 1988-1989, to be
expended by the department of for the purposes of
this Act, including the hiring of staff.

Commentary

An appropriation of $15,000 is provided for the administration
of the commemorative medallion program. This amount is needed to
hire a clerical position, which could possibly be part time, to pay
commissioners’ expenses and to provide for modest contest awards.
With any degree of success, the $15,000 should be easily recouped
by royalties.

SECTION 4. New statutory material is underscored.
SECTION 5. This Act shall take effect upon its approval.

Commentary

The Act's effective date is upon approval.
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