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Historical and projected debt service payments from FY 74 to FY 84 are
as follows (in millions of dollars):

Fy 75 $3D. FY 80  §$75.1
FY Tfi 35.1 FY 81 97.fi
FY 77 41.9 FY 82 1024
FY 78 50.D FY 83  141.7
FY 79 fi0.D FY 34 178.7

Source: FY 84 Executive Capital Rudget, p. 7

For the most recent five years from FY 79 to FY 33, debt service
payments have increased by about $82 million. During the same period,
the general fund operating budget increased by $1.04. billion, from
$888 million in FY 79 to $1.93 billion in FY 83. The increase in
debt service therefore accounts for about 8 percent of the growth in
the operating budget for these fiscal years.

Debt service payments differ from other MO costs because, in Alaska,
the payments generally extend for only 10 to 15 years, rather than
for the wuseful life of the capital project being bonded. In order
to enhance and maintain the State's credit rating, the term of gene.ral
obligation bonds has been tailored to the projected revenue decline
beginning in the late 1980s. This shorter term means that the annual
oEeratlng costs of honded capital projects will decline in later years
when the bonds are repaid and debt service payments end. However,
this decline could be partially offset by increased maintenance costs
for older faciliti es.

Agency Operating Costs for Capital Projects

The State agencies which have seen the largest increases in operating
costs as a result of recent capital projects include:

- Department of Transportation and Public Facilities .
- Division of Corrections (Department of Health and Social
Services) .
— Department of Fish and Game (hatchery program)
- University of Alaska

There are a number of other programs for which operating costs have
increased as a result of capital projects, such as health clinics,
ioneers' homes, recreational facilities, and water and sewer projects.
owever, compiling all the capital project operatingcosts for these
and other programs would takeconsiderably more researchtime than  the
eight staff days that were available for this request.



Representative Malone
April 4, 1983
Page 5

The prim.ar¥ method used to determine the additional operating costs
for capital projects was a review of agency budget requests.  When
each.State agency submits its budget request to the Governor's Office,
it is required to justify any additions to its budget above the con-
tinuation flevel (which is basically the prior year's budget adjusted
for inflation and other factors). In theory, any additional costs for
operation, maintenance, or personnel fr*m new capital projects should
be found on these budget forms. The FY 84 budget fdrms now include a
space for [listing the specific capital project which reguwed the
additional costs; however, this information was rarely included in the
budgets | reviewed.

it is important to note that this budget information includes only
agency requests.  Actual appropriations and expenditures may vary
significantly. However, in terms of evaluating the full maintenance
costs of capital projects, agency requests may be a better indicator,
assuming that these requests are accurate. Lower appropriations would
indicate a sub-standard level of maintenance, which for most facilities
would result in either higher maintenance costs in later years or a
shorter useful life.

Another consideration regarding the costs presented in this section is
th.at.the?g reflect only additional costs which could not be covered
within the existing agency budgets. For some projects, funds in the
existing operation and maintenance budget may have been "stretched" by
reducing maintenance levels slightly on other facilities to cover the
additional costs. Or, if MO costs declined for any facilities, this
savings may have been used to pay part of the M&O cost' of new capital
projects.

Department of Transportation and Public Facilities

DOT/PF requested a total of about $8.5 million from FY 81 to FY 84 for
the operation and maintenance of new capital projects. Table 1 on the
following Page lists these additional budget requests for each of the
four fiscal years. To put this figure in perspective, nOT/PF's FY 83
budget for maintenance and operations is $110.3 million.”? This indi-
cates that the ODT/PF MO -budget has increased by about 8 percent
as a result of capital projects constructed during the last several
years.

2 This figure excludes MO costs for the Anchorage and Fairbanks
International Airports, which are not funded through the general fund.
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Most of these requests for additional MS&O funds were for either rural
airport improvements or for new road mileage. For example, the FY 83
budget request for the Western reglon noted that lighting sy.stems,
runwa>( extensions, or navigation and communications equipment had been
installed at 33 community airports. The FY 82 Interior region budget
request stated that 296 lane miles of roads and highways had been added
to the regions system since 1979 with only small increases in maintenance
funds. A smaller amount of additional funds was requested for building
maintenance and operation and for expansion of the design and support
staff for capital projects”

Division of Corrections

Table 2 contains the amounts requested by the Division of Corrections for
new or expanded facilities. These figures include all direct costs of
operating and maintaining the correctional facilities, including person-
nel, the ﬁurchase of food and other commodities, and contractual ser-
vices. The largest budget requests were for the Cook Inlet pre-trial
facility ($2.3 'million), the Palmer medium security prison $$_1._5
m_|I||on&, and the Hiland Mountain expansion ($1.6 mHHonE. The Divi-
|s:\l(oré(')s Y 83 operating budget is $58.7 million, up from $27 million in

TABLE 2

Division of Corrections Additional Budget Requests for Operation and
Maintenance of New or Expanded Facilities

FY 84 $3,662,000
FY 83 71,667,000
FY 82 489,000
FY 81 2,360,000

TOTAL ~ $14,178,000

Department of Fish and Game

The Fisheries Rehabilitation, Enhancement and Development (FRED) Divi-
sion operates 20 fish hatcheries, as well as engaging in stream resto-
ration, lake fertilization and other activities. The operation of che

3 During this period, several million dollars (not included nere;
was requested for capital project design, support and administration
as part of the legislative mandate to convert from capital fundino
for these positions to funding under the operating budget.
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hatcheries requires about $6.7 million out of the Division's total
$13.5 million FY 83 operating budget.4 Of the 20 hatcheries, about
11 have been built since 1978 through general obligation bonds. An
approximate estimate of the cost of operating these newer hatcheries
would be $3.7 million. The average size of the newer hatcheries is
larger thar the older facilities, so that the actual operating cost of
the newer ‘.atcheries would be somewhat larger than $3.7 million,

The cost of operating the hatcheries at full capacity would be larger
than the figures cited above. However, because of budget constraints,
the Division is operating several of the hatcheries at reduced levels.
The Division has also restricted its other functions because funding
for the hatcheries has not kept pace with cost increases.

University of Alaska

Time did not permit a complete review of the bud?et requests for the
University of Alaska. However, it was evident from the two fiscal
ears which were examined that only a very small percentage of the
mversﬂy's budget requests were for the operation of new facilities.
Nearly all of the requests were for new teaching positions or other
program-oriented purposes. In addition, several of the requests for
éhe operation and maintenance of new buildings were rejected by the
overnor.

For example, $772,000 was requested in the FY 84 budget for operating
new buildings at the Anchorage and Juneau campuses, all of which was
rejected. 1t is unlikely that the University would allow the buildings
to stand empty, so that the cost of operating these bqumgs wll
probably be reallocated from other funds. In FY 82, $517,000 was
requested (and approved by the Governor) for new facilities, including
the Anchorage Community College aviation complex, a Fairbanks power
pAant additron, and additions to several community colleges throughout
the state.

. Stan Moberly, FRED Qivision Director, personal communication,

4 Source
3/31/83.
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For example, $772,000 was requested in the FY 84 budget for operating
new buildings at the Anchorage and Juneau campuses, all of which was
rejected. It is unlikely that the University would allow the buildings
to stand empty, so that the cost of operating these bqumgs will
probably be reallocated from other funds. In FY 82, $517,000 was
requested (and approved by the Governor) for new facilities, including
the Anchorage Community College aviation complex, a Fairbanks power
PAanttagdltlon, and additions to several community colleges throughout
e state.

MAINTENANCE ANO OPERATIONS COST INDEXES

The attached tables include representative maintenance and operations
costs for roads and highways, airports, and public buildings. It must
be emphasized that the MO figures, which were provided by DOT/PF, are
approximate and are averages. MO costs for specific facilities can
vary considerably depending on location, design, age, level of use,
and level of maintenance. It should also be noted that the costs
for roads and airports are from a 1981 OOT/PF study, current costs
would be about 15 percent higher as a result of inflation.

These M&O figures do not include the non-maintenance personnel costs
of operating facilities, for example, teachers' salaries- in schools.
The staffing levels of schools and other facilities vary considerably
in relation to building size, making it inaccurate to use any kind of
"positions per square foot" average in determining personnel costs.

Roads

Attachment 1 shows maintenance costs per lane mile per year for eight
different types of roads, ranging from 4-lane paved highways to gravel
roads less than 20 feet wide. The maintenance costs are also clas-
sified by region: Interior, Southcentral, Southeastern, Western and
Central {a map of these regions is included on the following page).
These costs were compiled by DOT/PF in a 1981 study. The table demon-
strates the wide range in maintenance costs both for different types
of roads and in different regions. For example, the cost of maintaining
2-lane paved rural prlmar?/ routes (Type IV) in the Southcentral re(]uon
is shown as $8,739 per [lane mile, compared to only $2,34fi per Tlane
mile for gravel secondary roads (Type n§) in the same region. Most of
this cost difference is a result of the higher traffic volumes on the
primary routes and a higher maintenance level, such as more frequent
snowplowi ng.

The wide spread in maintenance costs in different regions is indicated
by the fact that in the Interior region, maintaining a 2-lane paved
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rural primary route costs $4,432 per lane mile -- about half the cost
for the same road type in the Southcentral region -- while in the
W.elstern region the cost for this road type is over S15,nno per lane
mile.

Although the Ia_rgie variance in road maintenance costs makes it difficult
and somewhat misleading to use a single average figure, a cost of $5,2nn
per lane mile is often used in DOT/PF budget requests as an indicator
of operating costs.

Airports

DOT/PF has also compiled data on the maintenance and operating costs
of State-owned airports throughout the state. These costs are sum-
marized in Attachment 2, and are classified for four types of airports
and three areas of the state. The airport types, in order of declining
size, are: regional center, regional, transport and community. Areas
[l and [Il are the same Interior and Western, regions used for the
information on road costs, while Area | combines the Central, South-
central, and Southeastern regions. These airport maintenance costs
are also for FY 81 and should be inflated by about 15 percent to
reflect current costs,

As might be expected, the larger regional airports are considerably
more expensive to maintain than the smaller community airports. The
average maintenance cost for the regional center airports at the time
of the studg was about $371,non per year. Community airports averaged
only $14,360 in average maintenance costs. One cost .difference which
appears unusual at first glance is the much lower cost shown for
maintenance of community airports in Area Ill (the Western region)
compared to the rest of the state, fine might expect the cost of
maintenance to be higher in the Western region because of its remoteness
and rugged climate. The most likely reasons for the lower cost shown
for the Western region are simply that the airports in many of these
communities are very basic, frequently without lighting or communi-
cations, and receive very limited maintenance.

It should be noted that an extensive rural airport improvement program
has been undertaken over the past several years, and as a result,
current maintenance costs are probably somewhat higher (even after
adjusting for inflation) than those shown in Attachment 2.  Althougn
some airport improvements, such as runway resurfacing, can reduce
maintenance costs, other improvements like runway lighting, communi-
cations and navigational aids require extensive maintenance to remain
operative.
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Public Buildings

According to Greg Brown, Acting Statewide Planning Manager for nf>T/PF,
the annual maintenance and operatlnq cost of a new office building or
school in Anchorage or Juneau would probably fall in the range of
56.50-S7.7S per square foot of building space. This cost fI?UfE IS
for an optimum level of maintenance and includes all annual costs
such as utilities, insurance, and janitorial service, in addition to
periodic repairs to the roof, heating system, and other components.

This cost range was obtained from historical PDT/PF and local govern-
ment information. Mr. Rrown noted that it is difficult to arrive at an
average maintenance cost, even for similar buildings, because different
agencies include different items as MO costs, and because different
levels of maintenance are used. He emphasized that this cost figure
should be used only as a %eneral indicator of potential maintenance and
operating impacts, and should not be used for specific projects or
In preparing agency budgets.

As noted earlier, M&O costs can vary considerably, even for the same
location, deFendmg on type of facility, design, and _Iess-than-ogtlmum
maintenance levels. For example, a corrections facility would be much
more expensive to maintain than an office facility, because of its full-
time occugancy and security requirements. On the other hand, a main-
tenance shop or storage facility would have lower MEO costs. An older
famhtg will usually have a higher M8 cost per square foot than
a new U|Id|n?. Also, it isimportant to recognize  theeffect of
inflation on future M&O costs. With 10 percent inflation, the total
M&O costs over the 30 year life of a building can beover 12 times
the original construction cost of the structure.

it & kE

| hope that this information is wuseful, and regret that we were not
able to provide a more comprehensive response under the time con-
straints of our current workload. Should you have any questions or
need additional research, please do not hesitate to contact wus.

JK/sj

Attachments
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ATTACHMENT 1 Source:
SUMMARY OF AVERAGE TOTAL MAINTENANCE COST/LANE MILE/YEAR
Including Overhead Costs
%
'6 INTERIOR SOUTHCENTRAL SOUTHEASTERN WESTERN
Hu«
*_I
<§y Over- Over- Ovecr- Over-
il tlaint. lle.id Total Maint. Head Totul Maint. llead Total Maint. llead Total Malnt .
>J Cos't (317.) Cost (317.) Cost (317.) Cost (317.) Cost
48 ia,m 5,870 +24,006 0 0 0 7,760 2,406 10,166 0 0 0 2,928
AM 4,775 1,480 6,255 0 0 0 4,663 1,446 6,109 0 0 0o 238
24 7,181 2,908 12,289 0 0 0 5,978 1,853 7,831 0 0 0 4,771
24 3,383 1,049 4,432 6,671 2,068 8,739 3,638 1,128 4,766 11,764 3,647 15,411 3,198
24 2,755 916 3,871 5,683 1,762 7,445 4,624 1,433 6,057 1,592 494 2,086 2,890
J2 2,233 692 2,925 1,791 5'55 2,346 4,344 1,347 5,691 2,074 643 2,717 2,887
10 3,026 938 3,964 3,101 961 4,062 6,125 1,899 0,024 2,811 871 3,682 3,216
24 1,8*15 587 2,482 2,201 682 2,883 6,494 2,013 8,507 879 272 1,151 2,611
1( has In* (“it noied tit.it I lie $24,806 cost/lnne mile shown for Type 1 roadways located in the
Ma i lit cnanc e Region, also described as Area 1, can he attributed to the high maintenance costs
mii i 1alaiii link fencing which existed as a traffic separator on portions of Route 170000 (Parks
dining ihe time period associated with costs shown In tills report. The chain link fencing has been
nil. i..in ietc iraflic separators which should contribute to reduced future maintenance costs.

DOT/PF

CENTRAL

Ove r-
Ilcnd
(317.)

908

853

1,479

991

896

895

997

809

Interior
associated
Highway),

replaced

Tnl al

3,836

3,605

6,250

4, |H9

3, 786

3,782

4,213

3,420



TOTAL AVERAGE MAINTENANCE COSTS ANO OVERHEAD COSTS

Regional Ce< 7t

Regional

Transport

Communi ty

ATTACHMENT 2 --

Maintenance
Overhead

To tal
Maintenance
Overhead
Total
Maintenance
Overhead
Total
Maintenance
Overhead

Total

AREA 11
$301,608
68,767
$370,375
203,384

6,372
$249,756
60,364

13,763
§ 74,127

11,403
2,600
$ 14,003

AIRPORTS

AREA 112

S275,795
87,744

$364,539

110,546
35,075

S145,721

17,05
1

oo

7,0
54
$ 22,475

ol Overhead calculated at 22.8% of maintenance.

2. Overhead calculated at 31.7% of maintenance.

3. Overhead calculated at 21.1% of maintenance.

Source: OOT/PF

AREA 113

$313,092
65,062

$379,154
153,012
32,296
$185,299

~pro
—~ro
OO
S~ oo

$ 26,997

5,452
1,150

$ 5,502
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Offered: 2/25/87 * , 5-0082X
Referred: Rules

Original sponsors: Davis, Koponen,
Hudson and Hanley

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 10 (Finance) am
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the minting and sale of commenm-
orative gold and silver medallions; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.09 is amended by adding a new section to read:
Sec. 44.09.017. COMMEMORATIVE GOLD AND SILVER MEDALLIONS. ©))
The Department of Administration shall contract or otherwise arrange
for the minting and sale of Alaska commemorative medallions minted

only from .999 fine gold and silver in weights determined by the

commissioner of administration. Gold and silver mined in Alaska shall
be used in the production of the medallions. The state shall receive
a royalty from the sale of the medallions. The amount of the royalty

shall be determined by the commissioner of administration.

(b) One side of the commemorative medallions minted wunder this
section shall contain the state seal. The design for the other side
shall be determined in an annual contest conducted by the <contractor
under the supervision of the Department of Administration. Only
designs using an Alaska theme and submitted by an Alaska resident may
be considered in the contest. Payment for the winning design may not
exceed $1,000.

(c) No later than January 20 of each year, the contractor shall
submit to the legislature a report on the production and sale of
medallions under this section.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

HB0010D -1- CSHB 10(Fin) am
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* We do not have any way of estimating the revenue this bill will generate.
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POSITION PAPER
HB 10

The bill requires the Department of Administration to contract for the producti
and distribution of Alaskan commemorative medallions.

We would issue an Invitation to Bid which required the successful contractor
to be responsible for securing the Alaskan gold, producing the medallions,
promoting and selling the medallions and paying the State a royalty. Addi-
tionally, we would be required to hold an annual design contest for the
medallions.

We have no way of calculating any potential revenue, but believe it could
equal or exceed advertising costs

Date
Division of General Services & Supply



Alaska State Legislature

Representative Mike Davis

PO.Box V Interim Office:
luneau, Alaska 99811 POQ. Box 81435
(907) 465-4930/4941 Fairbanks. Alaska 99708

TO: All Interested Persons
FROM: Rep. Mike Davis
DATE: February 23, 1987

RE: CSHB 10 (Fin); Relating to theminting and sale
of commemorative goldand silvermedallions

This legislation directs the Department of Administration to
arrange for the minting and sale of Alaska commemorative gold and
silver medallions. The bill specifies that Alaskan gold and silver
must be used in their production. One side of the medallions will
bear the state seal, and the other a design selected through an
annual contest. The state will receive a royalty from the sale of
the medallions.

The purposes of CSHB 10 are to increase awareness of the
Alaskan mining industry within and outside of the state, to
support Alaskan businesses, and to generate modest amounts of
revenue for the general fund. It is the intent of the sponsor that
production and marketing of the medallions be handled by the
private sector. Royalties from their sale should exceed the cost of
the program to the state.

Based on the popularity of gold coins being produced by
the U.S. Mint, the increasing number of visitors to Alaska, and
the interest in this legislation shown by precious metal dealers, it
is believed that Alaska gold and'silver pieces would be well
received by the public. If CSHB 10 were passed, Alaska would
join Texas, California, and South Dakota in authorizing the
production of state medallions.



February 23, 1987
Rep. Davis-

Answers to Frequently Asked Questions About CSHB 10 (Fin)

1. What are the objectives of CSHB 107

The goals of CSHB 10 are to increase awareness of the
Alaskan mining industry within and outside of our state, to
support Alaskan businesses, and to generate modest amounts of
revenue for the general fund.

2. Why use the word "medallion"” instead of "coin"?

A "coin" is legal tender. Article I, Section 10 ofthe U.S.
Constitution prohibits states from coining money.

3. What weight medallions will be issued?

CSHB 10 allows the Commissioner of the Department of
Administration to determine which weights are most appropriate and
marketable. One ounce and quarter ounce gold medallions and one
ounce silver medallions will probably be desirable.

4. What will the retail price of the medallions be?

The retail price will be determined by thecontractor who will
take into account the cost of production andmarketing, the
royalty to the state, and his or her profit margin. The current
price of gold U.S. Eagle coins is $432.00 for one ounce, $227.00
for one half ounce, $119.00 for one quarter ounce, and $52.50 for
one tenth ounce. One ounce silver medallions generally cost less
than $30.00.

5. Why use .999 fine gold and silver?

The gold content of gold bullion pieces is ordinarily between
900 and .999.9.  High gold content may make the Alaska
medallions more appealing. Two of the most popular gold coins on
the market, Canadian Maple Leaves and Chinese Pandas, are .999
fine (24 karats).

6. Can the medallions be produced in Alaska?

There is no mint in Alaska capable of refining and
manufacturing  bullion  medallions. The Department of
Administration intends to award a single bid for production and
marketing of the medallions. An Alaskan firm could contract with
an outside mint for their manufacture. Alaskans would receive the
standard 5% bidder preference.



7. Can participation in the design contest be limited to Alaskan
residents?

Legislative Counsel has advised the sponsor that preclusion
of non-residents could present constitutional problems under the
federal privileges and immunities clause and the state and federal
equal protection clauses.

8. Why is payment for the winning design limited to $1,000?

The $1,000 cap is in keeping with the sponsors' intent that
the state's initial investment in the program be held to a minimum.
A gift of the first gold medallion, or a cash award, would be
sufficient to attract Alaskan artists.



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P.0. Box Y. Slate Capitol
Juneau. Alaska 99811-3100
Mail Slop 3100
(907) 465-3991

December 3, 1986
MEMORANDUM
TO: Representative Alyce Hanley
ATTN: Cassie Russell

FROM: Mary Jenningsfrjf
Legislative Analyst

RE: State-Issued Bullion Pieces
Research Request 87.039

You requested information regarding the production of state-issued bullion
pieces in California, South Dakota and Texas. You requested that we deter-
mine the following: what legislation and regulations in conjunction with
the legislation were required to institute the programs; how the state
share of the proceeds is determined and if state proceeds from the program
are applied to a specific program area; who mints the pieces and how the
mints were chosen; how the design for the pieces was chosen; what metais
are used; how the prices are set; the sizes of pieces that are beina
produced; how the piece dealers are chosen; what type of record keepino
system is wutilized between the state and the dealers; and how the pieces
are being marketed.

California

Legislation.  During 1982, the state of California adopted sections 7551
through 7556 of the State Government Code, which allow the state to con-
tract with a mint for the production of commemorative gold medallions.*
On May 15, 1984, Rarities Mint of Anaheim, the only mint expressing inter-
est in the program, was awarded a five-year production contract. The Cali-
fornia Department of General Services State Office of Procurement draftee
the contract and administers the program.

AState-issued bullion pieces may be referred to as bullion, medallions,
or bullion medallions, The pieces may not be called coins, a term wmc.n
can be used only for federally issued bullion pieces.
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Design. According to Jeannine Gendar of the Office of Procurement of the
Department of General Services, the design for the medallions was chosen by
the legislature and consists of the Great Seal of the State of California
on one side and the State Bear, the term "California Gold", the date, the
mint mark, the size, the term ".999 fine", and 31 small stars on the
other. The coins are minted in one-ounce, half-ounce, quarter-ounce and
tenth-ounce weights. The prices for the medallions are set by the mint and
reflect the market value of gold plus the cost of production. The medal-
lions are exempt from sales tax.

Royalties. The state receives the following royalties for the
medallions: one ounce, four dollars; half ounce, two cellars; quarter
ounce, one dollar; and tenth ounce, fifty cents. Proceeds are depositee
into the General Fund. Sales of the medallions began during August of 1984
and as of November 1, 1986, California has received $71,000 in royalities
from the sale of 17,900 ounces of gold. Royalties, which are paid in
advance, are based wupon a monthly production schedule submitted to the
Department by Rarities. Rarities also submits a monthly statement of the
number of medallions actually minted, including sizes and serial numbers.
The mint must furnishs a yearly statement detailing sales. The department
reserves the right to audit all records.

Marketing. Rarities conducts and pays for the cost of all marketing and
advertising of the medallions although the state sets certain guidelines.
The contract states that the advertising must be aggressive and on the
national level in the advertising medium of Rarities' choice. All advertis-
ing is submitted to the department before publication for review.

South Dakota

Legislation. During 1985, the South Dakota Legislature passed Senate
Bill 191, which allows the state to contract with a South Dakota mint for
the production of bullion pieces. Two bullion programs are currently being
-developed. One program, aimed at South Dakota residents, will offer gold*
. silver, and bronze medallions commemorating the state's centennial and the
other-will offer gold and silver bullion on a national level. Production
is planned to begin in early 1987. The State Bureau of Administration,
which oversees the programs, is currently in the process of draftina a
contract with Tri-State Refining and Investment, the only mint in Soutn

Dakota.

Design.  Commemorative medallions will be issued in five-ounce, one-ounce
and half-ounce weights and will be sold singly and in sets. Jewelry ana
belt buckles will also be produced. All medallions will bear the 'state
seal on the front and a mother and child standing on the prairie on the
reverse. The reverse side design was obtained in a contest open onlv to
South Dakota residents. The medallion will be produced througn 1959." the

state's centennial.
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The national program of gold and silver bullion is legislated to be a
permanent program. The pieces will be minted with the state seal on one
side and a bison on the reverse. The bison, which was second in the
commemorative design contest, was chosen at the discretion of the bureau.
Fi_ve,dtwo, one, one-half, one-fourth, and one-tenth ounce pieces will be
minted.

Royalties. Under the terms of the contract, Tri-State will present a
monthly statement of sales to the mint and pay royalties based on a percent-
age of the wholesale price of pieces sold. According to Mr. Moisan of :na
Bureau of Administration, the percentage has not yet been determined. The
price, which will be set by the mint, will reflect the market value of the
metals plus production costs. The bureau will have the right to audit all

records.

The proceeds from the sale of the programs will go to the construction of
the Cultural Heritage Center in Pierre, South Dakota. The project is esti-
mated to cost S6 million. The legislature will determine other uses for
the royalties when financing for construction of the center has been -'ul-

filled.

Marketing. Under the terms of the contract, the state will assist
Tri-State with the marketing of the commemorative medallions. The market-
ing of the bullion pieces will be performed solely by the mint under guide-
lines set by the state. The contract lists two nationally known dealers
that the mint must contact and also names several newspapers that the mint
must utilize for advertising. The contract also states that the mint must
use radio and television. All advertisement must be sent to the Bureau of

Administration for approval.

Texas

Legislation. During May of 1985, the Texas Legislatureadopted Senate

Bill 1002, which created a program for production of materials to commemor-
ate  the Texas Sesquicentennial during 1986. A section of the bill allowed
for the state to contractwith privatemanufacturers for the production of
gold and silver bullion medallions. 'The Texas Sesquicentennial Commission,
which administers the program, contracted with Colonial Coins and Silver
Creations, both of Texas, to strike the pieces. The contracts are scr.ea-
uled to be renewed January 1, 1987. Tf no additional legislation is
passed, the program will end on June 30, 198/.

Design. The legislation mandates that all pieces depict the fron: am
back of the Great Seal ofthe State of Texas, which isa star on the -"on:
and  thesix flags of Texas on the back. The pieces are also inscribeo

999 fine, the weight, 1986 and the mint mark. One-ounce, nalf-ounci.
quarter-ounce and tenth-ounce gold pieces and a one-ounce Siher :ie:a:<se
being produced.
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Royalties.  The mints present a monthly sales statement to the state and
pay royalties of two percent of the wholesale price of the pieces sold.
The price reflects the current market value of the metals plus production
costs. The pieces are exempt from state sales tax. Sales of the gold bul-
lion began in July of 1986 and the silver was offered for sale in Septem-
ber. According to Joanne 3rown, Marketing Product Director for the commis-
sion, the state has received approximately $4,500 in royalties thus far
As mandated by the legislation, the proceeds from the sale of all sesqui-
centennial products go to the Sesquicejilennial Fund, which is divided
%$U§AI% between the Texas Tourism Commission and the Texas Commission on
e Arts.

Marketing. The mints are responsible for the marketing and advertisina
of the bullion. AIl advertising must be approved by the commission 30 davs
before publication. The advertising medium is at the discretion of tne
mints.

I hope vyou find this information wuseful. | have attached pertinent
legislation and a copy of the production contract from California. | have
requested similar materials from South Dakota and Texas and | will forward
them to you when | receive them. | have also attached a newspaper article
regarding gold and silver medallions being offered by the University of
Alaska. Please feel free to contact me if you have any questions

MJ

Attachments
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Stales strike u

By Michele Orznno

South Dakota may soon join California and Texas as
a producer of bullion pieces. The appeal of royalties
being deposited in the slate’s treasury and the chance
to commemorate historically significant events in the
state has enhanced the idea of state-issued bullion
pieces.

Doth California and Texas bullion pieces are exempt
from stale taxes while South Dakota has yet to tackle
that question. California bullion pieces have been on
the market for more than a year while Texas just re-
leased its first bullion piece in early May. South Dako-
ta is in the process of conducting a statewide design
contest and expects to release its first bullion piece

California Gold Is among several state-issued
gold bullion pieces.

they seeiiicftTtT>ffb'»",.

il ill Gigi..

p gold bullion

sometime during the state's centennial in 1989.

The producers of the California pieces think
fitting that California was the first stale to issue its own
bullion pieces since Californin was the origin of the
1840s Gold Rush. Collectors and investors can buy Cal-
ifornia Gold in 1-ounce, half-ounce, quartcr-ounce and
soon a tenth-ounce size. The California legislature au-
thorized the production of gold bullion pieces in 1983
in an effort to bring more revenue into a sagging state
treasury, according to lan Simpson, president of Rari-
ties Mint which has a contract to strike the pieces.

it is

California — whose nickname the "Golden State"
can still evoke images of scruffy miners hauling sacks
of gold into the town assay office — has survived the
waves of dreamers whose eyes reflected the gold they
envisioned hidden just a shovel scratch away. Now
more than 100 years Inter and several hundred mlic9
to the south of where it all started, is the Rarities Mint
in Anaheim which produced some 12,000 pieces of Cal-
ifornia Gold in 1985.

Seeks Japanese outlets

“We strike as many as we can sell. We only struck
500 in 1984 because it was around the time of the
Olympics,"” Simpson said. "Once the one-tenth ounce is
released we will be selling it in Japan to compete In
w Wrush’they are experiencing.”

The CaTttorata general fund receives J4 for each

plece presses

ounce of California Gold sold. Simpson said, but added
he would like to sec those royalties go to a more spe-
cific fund, something for the handicapped or elderly.
He said legislation is being discussed now to direct the
legislature towards that goal.

Although the original legislation mandated only Cali-
fornia-mined gold be used in the production of the
pieces, Simpson said the law was recently amended to
allow purchase of gold from any American based
mine. In keeping with the theme of a strong California
and America, the ohverse features the California
brown boar while the reverse hears the Great Se:(| of
the State of California.

Please tum to page 19-/

Texas has entered (he gold bullion piece mar-
ket with this six (lags design.
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| or the 1986 Issues, Simpson said the boar design has brcn
moiliticd lo make |hc brar appear bolder looking and the 31
stars surrounding the bear will appear more three dimensional.
| he Issue dale will be at the bottom of the obverse, rather than
I | the side as In previous Issues.

"We envision these will surpass the popularity of the IChincseJ
r.mda (gold bullion coln| — Ifs a piece of American history,"
Simpson said. "We like to document history In story format."

The bullion pieces arc sold nationwide by coin dealers and

elircct from the Rarities Mint. Simpson said he does not believe- .

the upcoming U.S. bullion coins will hinder the sale of California
Hold because his product Is not monetized and Is pure gold (the
I'S. coins will have a fincncss_of .917, but will ~contain o fulj
measure of puregold), T~ rlccT~™ 2 fuTT.fi percent whirji
averages out to Ilji tq

RarilicV'also Issues California ColJProof sets on a limited

i-isiswith 1,000 sets In 1986.
Texas bullion pieces

Texas is hoping the Increased interest In U.S. gold bullion pier.*
s will continue and help sales of the Texas gold and silver
"mliion pieces released this year.

The 1-ounce bullion pieces ore making their debut In Texas to
i *inclde with the state's Independence Sesquicentennial which
nukes the prospect of boosting the Texas Historical Society's
'* ink account nearly a sure thing.

Ihat Is where the profits from the sale of the Texas pieces Is

r.n. according lo legislation authorizing (he 1-ounce sliver and

gold lounce, halfounce, quarterounce and tcnlhouncc slz-

I>r. G.W. Vogt of Colonial Coins In Houston, which has the
<« "tract to strike the pieces, says public Interest has been good
«>'ir.iderIlng the pieces just recently became available. All five
- i.tcs depict the front and back of the Great Scat of the Stale of
'-xns.

Few people know about the back of the seal. In 1961 the
"'lighters of the Texas Revolution succeeded In gelling the
stc lo adopt the reverse,” he said. The reverse shows the six
t.s of Texas Ranking three Important events In Texas history

ihc Alamo, the "Come and Take It Cannon"” and a broken

"igc representing the break with Mexico.

us,Gogp,ld;lo

COIN WORLD, Wodnesdny, Juno 11,1908

Vogt said the story behind the cannon Is another Interesting
bit of Texas history. In the early 1830s, when Texas was still part
of Mexico, the Cnmmnnrhc Indians were ntlacktng the town of
Goliad nnd lhc citizens nsked the Mexican government for help
In tending off the attacks.

The Mexican government sent a cannon for Gollnd's defense.
Then, during Ihc Texas revolution when |lhc Mcxlrans asked for
the cannon back, the residents of Goliad told them to "Come and
Take ft," Vogt said, thus marking an Important turnaround In
the revolution. As the Texans lied from the advancing Mexican
army, (hey look Ibe cannon with them and burled It la the
desert, never to be found, he said. o !

The fractional pieces will be In production by June 10, be said.
All fivt pieces will be Issued every year and the design and the
date will change annually, he said.

He said the popularity of the bullion pieces will probably cen-
ter In Texas allhough (hey are available all across the country.

"Most Texans are proud lo be Texans and | feel these will be
as popular an Item ns the [Canadian] Maple Leaf and (South
African] Krugerrand," he said. ]

South Dnkotn considers

By the end of June, South Dakota residents will know the
design (o be used on the limited editions of 5-ounce gold, silver
and bronze and the 1-ounce gold, silver and bronze bullion piec-
es.

That's the deadline date for entries from South Dakota artists
to be submitted lo the design contest, according (o John Molsnn,
chairman of (he centennial coin contest. The Great Seal of the
Slate of South Dnkotn will grace (he obverse and a design incor-
porating some aspect of South Dakota will he on Ihc reverse.

Molsnn said a $1,000 prize will be given (o the winning artist
and llotncslake Mining Co. will donate 1 ounce of gold (o the
winner. Alter the design Is selected In a ceremony at the South
Dakota Capital Building July 10, Tril-Slale Refiningjind Engi-
neering toSloux Falls. S.D., will begin "strikingondTriarVeiin'g

bullion pieces. K *x

The bullion pieces will be sold In 5-ounce and 1-ouncc sets of
gold, silver and bronze nnd will be numbered for the limited
editions. Alter those limited edition sets are produced, lhc re-
maining pieces will be struck and be 1.25 inches In dlamrlcr.

"We want lo slay with collector Interests but wc also
gear |l towards something n grade schno* kid <
have a souvenir of the centennial,” he said. The

m flalc:slate'

coffers™H

oulhorlzed cenlrnniil jewelry lo be mad<* In Jhr dixfhv
South Dakofa Block Hills gold, he said. '

A percentage of flic proceeds will go (award cnaMruclloa *
Ilhc Dakota Heritage fcnler lo hou<c the rellrs and other hildor

K«

Ic memorabilia of Ihc stale now stored In n leaky basement ot nk,
museum. Mol.san said. With that as a goal, supporters aro U>ok-I"

Ing for this to be a long term project, he said. 'V

"We’re at liberty to do whatever the mark'd will benr,~r*.:
Mol.san said. "We're billing this as the only state that produces'?,
nnd mines Its own bullion pieces since we sell our geld to Call-"". »
fornta."* ) i 5 <V

By law Individual stales cannot strike legallender coins.' aM.-nj

though they may strike commemorative medals nr bullion plec-1 '
es. According lo Ken Gubin, general cnunk'l for the U.S. Mint,” ~
many people misuse |lhc word cnin but the ddferenre between
coin and a medal is the legal lender slatus of the coin.
Gubin said Article I, Section 10 of the U S. Conrtitutlnn specifi-
cally prohibits stales from coining money 3nd he called Il * hig;h"I
ly Inadvisable™ lo use the lerm "coin" when referring lo the* -«
-state-issued bullion pieces. d -

He said if an advertisement for the product would rontnin the’,.1
word "coin" It might be a matter for the U.S. Tnsiat Service or
the SecretService to look Into. . »

"The Mint does not have any enforcementpowers sowe would'- ¢
rcter it to the appropriate agency,” Gubin said. "While It Ls nn
easy enough mistake to make in advertising, you have lo be a ?
Illlle bit more careful (in lhaljlhnn in casual conversation.”



COMMEMORATED—Theofficial state fossil, thewoolly mammoth, left,and the
University of Alaska Museum at Fairbanks have beencommemorated throui>h
the creation of a numbered setof gold and silver coins. Local artist Jim Hehlke

designed the coins, and money raised from
endowment fund. The museum is the only natural history museum

Gold,

woolly

The Alaska Legislature made
tne woolly mammoth the official
stale fossil earlier thisyear, and
that action is now being com-
memorated througn the striking
wa gold ana silver coin set.

The idea to make the long-
haired ancestor of the elephant
"he stale fossil began with Ed
McLaugnlm of tne University of
Alaska Fairbanks School of
Mineral Engineering.
McLaugnlin presented the con-
cept to state Sen Bettye
Fahrenkamp. O-Fairbank],
who then drafted the necessary
egislation and saw it through to
approval.

The coins feature the
words "University of
Alaska .Museum—Pre-
serving Alaska’s
Heritage.” and the
mammoth on one side,
and the university seal
on the other. Five hun-
dred gold and -1,000 sil-
ver coins have been
struck and numbered.

Upon passage of the Ic?isla—
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Stare '.uin Investments
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DISPI.AVS GOLD COINS— Fairbanks artist Jim
Behlke displays uolil coins lie ilesittneil to mm
the official stall* losm . Money raised tliroocll 'In-
tale of the mimheretl coins will co to the I inversus
of Alaska Museum -eoilowmeol limit
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM January 26, 1987

SUBJECT: SSHB 10 - Limiting medallion design awards to
Alaska residents

T0: Representative Mike Davis

FROM: Keith B. Levy”"L

Legislative Counsel

The provisions of SSHB 10 would require the Department of
Administration to arrange for the minting and sale of gold
and silver Alaskr commemorative medallions. You have asked
whether it would be unconstitutional to provide that the
contest for the design of the medallions must be limited to
Alaska residents. This proposal is similar to the concept
of an Alaska bidder preference, except that it is more than
a preference since it would completely preclude nonresidents
from participating in the design contest. Such a provision
could present constitutional problems under the federal
privileges and immunities clause and the state and federal
equal protection clauses.

In Irby-Northface v. Commonwealth Electric Co.. 664 P.2d 557
CAlaska 1983), the Alaska Supreme Court considered an issue
related to the Alaska bidder preference, but declined to
address the question of whether the preference is unconsti—
tutional. However, two dissenting justices expressed the
opinion that a resident bidder preference is
unconstitutional because it discriminates economically be —
tween residents and nonresidents without sufficient justi-—

fication. The two dissenting justices based their opinion
on Lvnden Transport, Inc., v. State, 532 P.2d 700 (Alaska
1975K In that case the court struck down a statutory

amendment which gave resident motor freight carriers certain
rights not granted to nonresident motor freight carriers:

A discrimination between residents and non-residents
based solely on the object of assisting the one class
over the other economically can not be upheld under
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either the privileges and immunities or equal protec—
tion clauses.

Benefiting economic interests of residents over non-—
residents is not a purpose which may constitutionally
vindicate legislation.

Lynden, at 710 - 711. Under Lynden it would appear that any

bidder preference is subject to challenge. Your proposal
goes far beyond a bidder preferenceand therefore would be
open to attack under the holding in Lynden.

In January of this year, the AlaskaSupreme Court struck
down Alaska®s 1local hire law as violating the privileges and
immunities clause of article 1V, sec. 2, of the United
States Constitution. Robison v. Francis, 713 P.2d 259
(Alaska 1986). Citing the United States Supreme Court, the
court said:

The primary purpose of this clause is to prevent states
from enacting measures which discriminate against non—
residents for reasons of economic protectionism.

Robison, at 263. The court ruled that employment 1in the
construction industry is a fundamental right subject to pro—
tection under the privileges and immunities clause.

Robison, at 265. Since the state could not show that non—
residents are a "peculiar source of the evil of unemploy—
ment,"” the court found there was insufficient justification
for denying nonresidents the right of employment.

The Robison court did observe that the state is afforded
greater deference 1in discriminating against nonresidents
where it is acting as a "market participant”™ rather than a
"market regulator.”™ In manufacturing medallions, the state
is certainly acting as a market participant. The argument
could be made that the state has the right to limit the
design of an Alaska commemorative medallion to Alaska
residents, since the medallion is to be an artistic
expression that is inherently Alaskan. Moreover, the state
could argue, it is not limiting all state purchases to state
residents, only those purchases that are specifically
"Alaskan™ 1in nature. On the other hand, the court could
view the design award as just another procurement and it 1is
clear, under the cases cited above, that the state cannot
limit procurements entirely to Alaska residents.
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Accordingly, there 1is at least a risk that your proposal
could be struck down if enacted into law.

You should note that as currently written, SSHB 10 requires
only that the design be of "an Alaska theme."” Otherwise,
discretion in selecting the design is left to the Department
of Administration. There is nothing to prevent the depart—
ment from advertising the contest only in Alaska, 1increasing
the likelihood that a state resident would be awarded the
contract, without taking the chance of running afoul of the
constitution.

IT 1 may be of further assistance, please advise.

KBLrmkr
m8/049



Alaska State Legislature

Representative Mike Davis

PO. Box V Interim Office:
Juneau, Alaska 99811  PO. Box 81435
(907) 465-1930/4941 Fairbanks, Alaska 99708

TO: Members of the Senate Finance Committee

FROM: Rep. Mike Davis

DATE: May 9, 1987 V

RE: CSHB 10 (Fin) am; Relating to the minting and sale

of commemorative gold and silver medallions

CSHB 10 (Fin) directs the Department of Administration to arrange
for the minting and sale of Alaska commemorative gold and silver
medallions.

The purposes of CSHB 10 are: to increase awareness of the Alaskan
mining industry within and outside of the state; to support Alaskan
businesses; and to generate modest amounts of revenue for the
general fund. Production and marketing of the medallions will be
hhan_dledlby the private sector. The state will receive a royalty from
their sale.

The bill specifies that Alaskan gold and silver must be used in
production. One side of the medallions will bear the state seal, and
the other a design selected through an annual contest. Only designs
using an Alaska theme and submitted by an Alaska resident may be
considered in the contest. The winning artist may receive an award
not to exceed $1000.

Based on the popularity of gold coins being produced by the U.S.
Mint, the increasing number of visitors to Alaska, and the interest in
this legislation shown by precious metal dealers, it is believed that
Alaska gold and silver pieces will be well received by the public. |If
CSHB 10 becomes law, Alaska will join Texas, California, and South
Dakota in authorizing the production of state medallions.
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Sectional Analysis of CSHB 10 (Fin) am

An Act Relating to the Minting and Sale
of Commemorative Gold and Silver Medallions

Section 1 AS 44.09 is amended by adding a new section:

(a) Authorizes the Department of Administration to contract for the
minting and sale of the medallions in weights determined by the
commissioner. Gold and silver mined in Alaska must be used in the
production of the medallions. The state shall receive a royalty from
their sale to be determined by the commissioner.

(b) Governs the medallion design. One side of the medallions shall
contain the state seal. The design for the other side shall be
determined in an annual contest conducted by the contractor under the
supervision of the Department. Only designs using an Alaska theme and
submitted by an Alaska resident may be considered in the contest.
Payment for the winning design may not exceed $1,000.

(c) Requires the contractor to submit to the legislature an annual
report of the production and sale of the medallions.

Section 2 Immediate effective date



March 9, 1987
Rep. Davis

Answers to Frequently Asked Questions About CSHB 10 (Fin) am

1. What are the objective? of CSHB 107

The goals of CSHB 10 are to increase awareness of the
Alaskan mining industry within and outside of our state, to
support Alaskan businesses, and to generate modest amounts of
revenue for the general fund.

2. Why use the word "medallion” instead of "coin"?

A "coin" is legal tender. Article I, Section 10 ofthe U.S.
Constitution prohibits states from coining money.

3. What weight medallions will be issued?

CSHB 10 allows the Commissioner of the Department of
Administration to determine which weights are most appropriate and
marketable. One ounce and quarter ounce gold medallions and one
ounce silver medallions will probably be desirabhle.

4. What will the retail price of the medallions be?

The retail price will be determined by thecontractor who will
take into account the cost of production andmarketing, the
royalty to the state, and his or her profit margin. The current
price of gold U.S. Eagle coins is $432.00 for one ounce, $227.00
for one half ounce, $119.00 for one quarter ounce, and $52.50 for
one tenth ounce. One ounce silver medallions generally cost less

than $30.00.
5. Why use .999 fine gold and silver?

The gold content of gold bullion pieces is ordinarily between
900 and .999.9. High gold content may make the Alaska
medallions more appealing. Two of the most popular gold coins on
the market, Canadian Maple Leaves and Chinese Pandas, are .999

fine (24 karats).

6. Can the medallions be produced in Alaska?

There is no mint in Alaska capable of refining and
manufacturing  bullion medallions. The Department of
Administration intends to award a single bid for production and
marketing of the medallions. An Alaskan firm could contract with
an outside mint for their manufacture. Alaskans would receive the
standard 5" bidder preference.
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States strike u

By IN\;~liele Orzano

South Dakota may soon join California and Texas as
a producer of bullion pieces. The appeal of royalties
being deposited in the state’s treasury and the chance
to commemorate historically significant events in the
state has enhanced the idea of state-issued bullion
pieces.

Doth California and Texas bullion pieces are exempt
from state taxes while South Dakota has yet to tackle
that question. California bullion pieces have been on
the market for more than a year while Texas just re-
leased its first bullion piece in early May. South Dako-
ta is in the process of conducting a statewide design
contest and expects to release its first bullion piece

California Gold Is among several state-issued
gold bullion pieces.

"I"inily m K, ..

p gold bullionmn

sometime during the state’s centennial in 1989.

The producers of the California pieces think it is
fitting that California was the first slate to issue its own
bullion pieces since California was the origin of the
1840s Gold Rush. Collectors and investors can buy Cal-
ifornia Gold in 1-ounce, half-ounce, quarter-ounce and
soon a tenth-ounce size. The California legislature au-
thorized the production of gold bullion pieces in 1983
in an effort to bring more revenue into a sagging state
treasury, according to lan Simpson, president of Rari-
ties Mint which has a contract to strike the pieces.

"Golden State"
can still evoke images of scruffy miners hauling sacks

California — whose nickname the
of gold into the town assay office — has survived the
waves of dreamers whose eyes reflected the gold they
envisioned hidden Just a shovel scratch away. Now
more than 100 years later and several hundred miles
to the south of where it all started, is the Rarities Mint
in Anaheim which produced some 12,000 pieces of Cal-
ifornia Gold in 1985.

Seeks Japanese outlets

"We strike as many as we can sell. We only struck
500
Olympics,"” Simpson said. "Once the one-tenth ounce is

in 1984 because it was around the time of the

released we will be selling it in Japan to compete In
Id rush’ they are experiencing.”

The Canr»fuia general fund receives $4 for each

piece presses

ounce of California Gold sold, Simpson said, but added
he would like to see those royalties go to a more spe-
cific fund, something for the handicapped nr elderly.
He said legislation is being discussed now to direct the
legislature towards that goal.

Although the original legislation mandated only Cali-
in the production of the
pieces, Simpson said the lav; was recently amended tu

fornia-mined gold be used

allow purchase of gold from any American based
mine. In keeping with the theme of a strong California
and America, the obverse
brown bear while the reverse bears the Great Seal of
the State of California.

features the California

Please turn to page ISL-»

Texas has entered the gold bullion piece mar-
ket with this six flogs design.



Stales

use?™old

Tor (he 1986 Issues, Simpson said (he bear design has been
modified lo make the bear appear bolder looking and the 31
stars surrounding the bear will appear more three dimensional.
The Issue date will be at the bottom of the”obyeise rather than,
to the side as in previous Issues. ! r-~

"We envision these will surpass the popularity of the IChinesc]
Panda [gold bullion coin] — It's a piece of American history,"
Simpson said. "We like to document history In story format.”

The bullion pieces are sold nationwide by coin dealers and
direct from the Rarities Mint Simpson said he does not believe- -
ihc upcoming U.S. bullion coins will hinder the sale of California
(*sold because his product Is not monetized and Is pure gold (the
U.S. coins will have a fineness of .917, but wll]_contalnj fulj
measure ofpu[pjgQld), Tj”pricels Sppt*rusTIT percent whigji
overages out to MS.tqilToYfiUPPJi

RarilleVaisrHssues California GolTWoof sets on a limited
‘sisis with 1,000 sets In 1986.

Texas bullion pieces

Texas Is hoping (he Increased interest In U.S. gold bullion plec-
«- win continue and help sales of the Texas gold and silver
lollion pieces released this year.

The 1-ounce bullion pieces are making their debut In Texas to

mincldc with the slate’s Independence Sesquicentennial which

i ikes the prospect of boosting the Texas Historical Society's
' mk account nearly a sure thing.

Ihat Is where the profits from the sale of the Texas pieces Is

' r.o. according to legislation authorizing the 1-ounce silver and

— gold 1-ounce, half-ounce, quarter-ounce and tenth-ounce slz-

Dr. G.W. Vogt of Colonial Coins In Houston, which has the
mntract to strike the pieces, says public interest has been good
mansidering the pieces Just recently became available. All five
mres depict the front and back of the Great Seal of the State of
mxas.

| ew people know about the back of the seal. In 1961 the
nphters of the Texas Revolution succeeded In getting the
le to adopt the reverse," he said. The reverse shows the six

i;s of Texas flanking three Important events In Texas history

the Alamo, the "Come and Take It Cannon" and a broken
wli:c representing the break with Mexico.

*h

Ito Inflate,sta

Vogt said the story behind the cannon Is another Interesting’

bit of Texas history. In the early 1830s, when Texas was still part
of Mexico, the Commanche Indians were attacking the town of
Goliad nnd the citizens asked the Mexican government for help
In fending off the attacks.
The Mexican government sent a cannon for Goliad's defense.
Then, during the Texas revolution when the Mexicans asked for
the cannon back, the residents of Goliad told them to "Come and
Take It,” Vogt said, thus marking an Important turnaround In
the revolution. As the Texans fled from tbe advancing Mexican
army, they took the cannon with them and burled It In the
desert, never to be found, he said. 1
The fractional pieces will be In production by June 10, be said.
All five pieces will be Issued every year and the design and the
date will change annually, he said.
He said the popularity of the bullion pieces will probably cen-
ter In Texas although they are available all across the country.
“Most Texans are proud to be Texans and | feel these will be
as popular an Item as the [Canadian] Maple Leaf and [South
African] Krugerrand,” he said. !

South Dakota considers u

By the end of June, South Dakota residents will know the
design to be used on the limited editions of 5-ounce gold, sliver
and bronze and the 1-ounce gold, silver and bronze bullion piec-
es.

That's the deadline date for entries from South Dakota artists
to be submitted to the design contest, according to John Molsan,
chairman of the centennial coin contest. The Great Seal of the
Slate of South Dakota will grace the obverse and a design Incor-
porating some aspect of South Dakota will be on the reverse.

Molsan said a $1,000 prize will be given to the winning artist
and Homestake Mining Co. will donate 1 ounce of gold to the
winner. After the design Is selected In a ceremony at the South
Dakota Capital Building July 10, Tri-State Refiningjmd Engi-
neering.l[VSlouf Falls. S.D., will begin sIrlkTng’and'marileting
tflf bullion pieces.

The bullion pieces will be sold In 5-ounce and 1-ounce sets of
gold, silver and bronze and will be numbered for the limited
editions. After those limited edition sets are produced, the re-
maining pieces will be struck and be 1.25 inches in diameter.

"We want lo stay with collector interests but we also
gear It towards something a grade school kid
have a souvenir of the centennial,”" he said. The

Tek &

~u- JL

COINwonio, Wodneaday, Juno 11,1986

teMrcofferssmi

authorized centennial Jewelry lo be made In Jhe dl.tffa
South Dakota Black Hills gold, he said. !

A percentage of the proceeds will go toward construction *
the Dakota Heritage Center to house the relics and other hwot
Ic memorabilia of the state now stored In a leaky basement of oA
museum, Molsan said. With that as a goal, supporters are look-"
Ing for this to be a long term project, be said. -

"We're at liberty to do whatever the market will bear,"*'?;
Molsan said. "We're billing this as the only state that produces'?
and mines Its own bullion pieces since we sell our gold to CaLl®; V:
fomla";

By law individual states cannot strike legal tender coins,"aPpy
though they may strike commemorative medals or bullion plec-* v-J
es. According lo Ken Gubin, general counsel for the U.S. MInt\Ay,
many people misuse the word coin but the difference between V..
coin and a medal is the legal tender status of the coin.

Gubin said Article |, Section 10 of the U.S. Constitution spedfl-"" ¢
cally prohibits states from coining money and he called It "high-!J
ly inadvisable" to us* the term "coin" when referring to the'lt

-state-issued bullion pieces. e ¥

He said If an advertisement for the product would contain the*,/
word "coin" it might be a matter for the U.S. Postal Servleto r »
the Secret Service to look Into. Ty

"The Mint does not have any enforcement powers so we would* ¢
refer It to the appropriate agency,” Gubin said. "While It Is an
easy enough mistake to make in advertising, you have to be a f’
little bit more careful [In that) than in casual conversation."



COMMEMORATED— Theofficial state fossil, the woolly mammoth, left, and the
University of Alaska Museum at Fairbanks have been commemorated through
the creation of a numbered set of gold and silver coins. Local artistJim Rehlkc
designed the coins, and money raised from their sale goes to the museum's

endowment fund. The museum is the only natural history museum in Alaska.
rhoias courtesy I'At".urUunkx

Gold, silver coin set designates

woolly mammot h state fossil

The Alaska Legislature made
the woolly mammoth the official
state fossil earlier this year, and
that action is now being com-
memorated through the striking
of a gold and silver coin set.

The idea lo make the long-
haired ancestor of the elephant
ihe stale fossil began with Ed
McLaughlin of the University of
Alaska-r'airbanks' School'of
Mineral Engineering.
McLaughlin presented the con-
cept to stale Sen. Bettye
Fahrenkamp. DFairbanks,
who then drafted the necessary
legislation and saw it through to
approval.

The coins feature the
words “ University of
Alaska Museum—Pre-
serving Alaska’s
Heritage,”’ and the
mammoth on one side,
and the university seal
on the other. Five hun-
dred gold and 4,00(! sil-
ver coins have been
struck and numbered.

Upon passage of the lcgisla-
Mon. Jerry i.Tcworth of Alaska
Ilare Coin Investments
ipprnached tin- university with

idea ul having a com struck
‘or the occasion ami to highlight

ene work ul the university's . . )
museum, the only natural Ins- DISPLAYS <;0LI) COINS—Fairbanks artist Jim

orv museum in the state, Itehlke displays gold coins he designed in mm
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. Museum ilirei tor. Hr basil  the official state lossil. Money raised throimh the
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IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 10 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the minting and sale of commem-

orative gold and silver medallions; and providing for
an effective date."

BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:
* Sectionl. AS 44.09 is amended by adding a new section to read:

Sec. 44.09.017. COMMEMORATIVE GOLD AND SILVER MEDALLIONS. (a)
The Department of Administration shall contract or otherwise arrange
for the minting and sale of Alaska commemorative medallions minted
only from .999 fine gold and silver in weights determined by the
commissioner of administration. Gold and silver mined in Alaska shall
be used in the production of the medallions. The state shall receive
a royalty from the sale of the medallions. The amount of the royalty
shall be determined by the commissioner of administration.

(b) One side of the commemorative medallions minted under this
section shall contain the state seal. The design for the other side
shall be determined in an annual contest conducted by the contractor
under the supervision of the Department of Administration.  Only
designs using an Alaska theme may be considered in the contest.
Payment for the winning design may not exceed $1,000,

(c) No later than January 20 of each year, the contractor shall
submit to the legislature a report on the production and sale of
medallions under this section.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

-1- CSHB 10(Fin)
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version: cshb 10 (Finance:) &,
REQUEST Publish Date:
Revision Date: March 12, 1987 Agency Affected: Department of Administration
Title: An act relating to minting BRU: General Services & Supply
commemorative coins
Sponsor: Representative Davis Components: Purchasing
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POSITIONS: 0 0 0 0 0 0
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: Attach a separate page if necessary
* We do not have any way of estimating the revenue this bill will generate.
Prepared By: Robert J. Link, Director Phone: 465-2250
Division: General Services & Supply Date:

Approved by Commissioner: Garre.y Peska
Agency: Department of Administration
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STATE OF ALASKA 1987 LEGISLATIVE SESSION
FISCAL NOTE

Bill Version” cshb 10 - SA
REQUEST Publish Date:"
Revision Date: February 20, 1987
Title: An Act Relating To Minting BRU: Ceneral Services A Supply
Commemorative Coins
Sponsor: Davis Components: Purchasing
Requestor:
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 87 FY 88 FY 89 FY 30 FY 9i FY 92
PERSONAL services 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 5 5 5 5 5
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EQUIPMENT 0 0 0 0 0 0
LAND A STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 5 5 5 5 5

.CAPITAL 0 0 0 0 0 0
REVENUE 0 ' ' ' ) *
FUNDING: (Thousands of Doll ars)
General FUND 0 5 .5 5 5 5
FEDERAL FUNDS 6 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 5 .5 5 5 )
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: Attach a separate page if necessary

The contractual services funds will pay for advertising for the Invitation to Bid for

the contractor. We would require the contractor to fund the design competition and artist

payment. We have no way to estimate potential revenue from program.
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Approved by Commissioner: Garrey Peska Date:
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Original sponsors: Davis, Koponen

Hudson and Hanley

BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 10 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
"An Act relating to the minting and sale of commem-

IN THE HOUSE

For an Act entitled:
orative gold and silver medallions; and providing for
an effective date.”

BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:

AS 44.09 is amended by adding a new section to read:

Sec. 44.09.017. COMMEMORATIVE GOLD AND SILVER MEDALLIONS.  (a)

The Department of Administration shall contract or otherwise arrange

* Section 1.

for the minting and sale of Alaska commemorative medallions minted
999

commissioner of administration.

only from fine gold and silver in weights determined by the

Gold and silver mined in Alaska shall
be used in the production of the medallions. The state shall receive

a royalty from the sale of the medallions. The amount of the royalty

shall be determined by the
(b) One side of the
section shall contain the
shall be determined in an
the
using

under supervision of

designs an Alaska

Payment for the winning design may not exceed $1,000.

(c)

submit to the

theme may be

legislature

commissioner of administration.

commemorative medallions minted under this
state seal. The design for the other side
annual contest conducted by the contractor
the Only
contest,

Fi2o k

of Administration.
the

Department

considered in
of -me

______________ tn~"0P\ouofo

No later than January 20 of each year, the contractor shall

a report on the production and sale of

medallions under this section.

* Sec. 2.

This Act takes effect immediately under AS 01.10.070(c).

-1- CSHB 10(Fin)
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Alaska State Legislature

Representative Mike Davis

P.0. Box V Interim Office:
Juneau, Alaska 99811 P.0. Box 8143%
(907) 465-4930/4941 Fairberks, Alaska 99708

TO0: All Interested Persons
FROM: Rep. Mike Davis
DATE: February 23, 1987

RE: CSHB 10 (Fin); Relating to theminting and sale
of commemorative goldand silvermedallions

This legislation directs the Department of Administration to
arrange for the minting and sale of Alaska commemorative gold and
silver medallions. The bill specifies that Alaskan gold and silver
must be used in their production. One side of the medallions will
bear the state seal, and the other a design selected through an
annual contest. The state will receive a royalty from the sale of
the medallions.

The purposes of CSHB 10 are to increase awareness of the
Alaskan mining industry within and outside of the state, to
support Alaskan businesses, and to generate modest amounts of
revenue for the general fund. It is the intent of the sponsor that
production and marketing of the medallions be handled by the
private sector. Royalties from their sale should exceed the cost of
the program to the state.

Based on the popularity of gold coins being produced by
the U.S. Mint, the increasing number of visitors to Alaska, and
the interest in this legislation shown by precious metal dealers, it
is believed that Alaska gold and silver pieces would be well
received by the public. If CSHB 10 were passed, Alaska would
join Texas, California, and South Dakota in authorizing the
production of state medallions.



February 23, 1987
Rep. Davis

Answers to Frequently Asked Questions About CSHB 10 (Fin)

1. What are the objectives of CSHB 10?7

The goals of CSHB 10 are to increase awareness of the
Alaskan mining industry within and outside of our state, to
support Alaskan businesses, and to generate modest amounts of
revenue for the general fund.

2. Why use the word "medallion" instead of "coin"?

A "coin" is legal tender. Article I, Section 10 ofthe U.S.
Constitution prohibits states from coining money.

3. What weight medallions will be issued?

CSHB 10 allows the Commissioner of the Department of
Administration to determine which weights are most appropriate and
marketable. One ounce and quarter ounce gold medallions and one
ounce silver medallions will probably be desirable.

4, What will the retail price of the medallions be?

The retail price will be determined by thecontractor who will
take into account the cost of production andmarketing, the
royalty to the state, and his or her profit margin. The current
price of gold U.S. Eagle coins is $432.00 for one ounce, $227.00
for one half ounce, $119.00 for one quarter ounce, and $52.50 for
one tenth ounce. One ounce silver medallions generally cost less
than $30.00.

5. Why use .999 fine gold and silver?

The gold content of gold bullion pieces is ordinarily between
900 and .999.9. High gold content may make the Alaska
medallions more appealing. Two of the most popular gold coins on
the market, Canadian Maple Leaves and Chinese Pandas, are .999
fine (24 karats).

6. Can the medallions be produced in Alaska?

There is no mint in Alaska capable of refining and
manufacturing bullion  medallions. The Department of
Administration intends to award a single bid for production and
marketing of the medallions. An Alaskan firm could contract with
an outside mint for their manufacture. Alaskans would receive the
standard 5% bidder preference.



1. Can participation in the design contest be limited to Alaskan
residents?

Legislative Counsel has advised the sponsor that preclusion
of non-residents could present constitutional problems wunder the
federal privileges and immunities clause and the state and federal
equal protection clauses.

8. Why is payment for the winning design limited to $1,000?

The $1,000 cap is in keeping with the sponsors' intent that
the state's initial investment in the program be held to a minimum,
A gift of the first gold medallion, or a cash award, would be
sufficient to attract Alaskan artists.



Rep. Mike Davis
February 23, 1987

Sectional Analysis of CSHB 10 (Fin)

An Act Relating to the Minting and Sale
of Commemorative Gold and Silver Medallions

Section 1 AS 44.09 is amended by adding a new section:

(a) Authorizes the Department of Administration to contract for the
minting and sale of the medallions in weights determined by the
commissioner. Gold and silver mined in Alaska must be used in the
production of the medallions. The state shall receive a royalty from
their sale to be determined by the commissioner,

(b) Governs the medallion design. One side of the medallions shall
contain the state seal. The design for the other side shall be
determined in an annual contest conducted by the contractor under the
supervision of the Department. Payment for the winning design may not
exceed $1,000.

(¢c) Requires the contractor to submit to the legislature an annual
report of the production and sale of the medallions.

Section 2 Immediate effective date



POSITION PAPER
HB 10

The bill requires the Department of Administration to contract for the producti
and distribution of Alaskan commemorative medallions.

We would issue an Invitation to Bid which required the successful contractor
to be responsible for securing the Alaskan gold, producing the medallions,
promoting and selling the medallions and paying the State a royalty. Addi-
tionally, we would be required to hold an annual design contest for the
medallions.

We have no way of calculating any potential revenue, but believe it could
equal or exceed advertising costs.

Date
Division of General Services & Supply
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MEMORANDUM January 26, 1987

SUBJECT: SSHB 10 - Limiting medallion design awards to

Alaska residents
T0: Representative Mike Davis
FROM: Keith B. Levy£&L

Legislative Counsel

The provisions of SSHB 10 would require the Department of
Adminjstration to arrange for the minting and sale of gold
and silver Alaska commémorative medallions. You have asked
whether 1t would be unconstitutional. to provide that the
contest for the design of the medallions, must be limited to
Alaska re3|dents Is proposal is similar to the concept
of an Alaska bjdder Preference except that it is more, than
a preference since it would completely preclude nonresidents
from participating in the design contest. Such a grovmon
could present const|tut|onal problems under the federal
privileges and immunities clause and the state and federal
equal protection clauses.

In Irby-Northface v. Commonwealth Electric Co.. 664 P.2d 557
CA'laska 1983), the Alaska Supreme Court considered an Issue
related to the Alaska bldder preference, but declined to
address the question of whether the preference is unconsti-
tutignal. However, two djssenting justices expressed the
opinion that a resident bidder preféerence is
unconstitutional because it discriminates economically be-
tween. residents and nonre5|dents W|thout sufficient justi-
fication. _The two |ssent|ng jSStICQS ased their o?lnlon
on _Lynden Transport, Inc., tate d 700 (A
1975>§1 In that case the court struck own a statuto
amendment which gave resident motor frelgf tcarriers certain
rights not grantéd to nonresident motor Treight ¢ rs:

d|scr| |nat|on betw%en residents and non-residents
ased solely on the object of assisting the one class
over the other econom|cally can not be upheld under

utor
er
a

(D(‘)<

rri



Representative Davis
January 26, 1987
Page 2

ither the privileges and immunities or equal protec-
tr n clauses. ...

Benefiting economic interests of residents over non-
residents™is nof a purpose which may constitutionally
vindicate legislatio .

Lynden, at 710 - 711. Under Lynden it would appear that any
bidder reference rs subjec to challenge. Your proposal
goes far beg/ ﬁ ?fe enceand therefore ‘would be
pen to attack under the ding inLynden.

In Januar{ of this year, the AlaskaSupreme Court struck
down Alaska's local’hire law as violating the prrvrle es and
immunities clause of article IV, sec. 2, “of the Unite

States Constitution, Robison v. Francis, 713 P 20 259
éétlrar%k%aildg'%)' Citing the United States Supreme Court, the

The primay purpose of this clause is to prevent states
from enacting measures which discriminate against non-
residents fofr reasons of economic protectionism.,

Robison, at 263. The court ruled that employment in the
construction industry s a fundamental right” subject to pro-
tection under the grrvrle es and immunities clause,

Robison, at 265. Since the state could not show that non-
resrdents are a "peculiar source of the evil of unemploy-
ment," the court found there was insufficient justification
for denying nonresidents the right of employment.

The Robison court did ohserve that the state is afforded
greater dererence in discriminating against nonresidents
Where It Is acting as a "market participant” rather than a
market rePuIator In manufacturing medallions, the state
Is certainly acting as a market participant, The ar ument
could be made that™ the state has the rrPht to limit

desrgn of an Alaska commemorative medaflion t
residents, since the medallion is to be an artistic
expression that js |nherently Alaskan. Mor eover, the state
could argue, rt Is not limiting all state purchases to state
residents, only those %urchases that are specifically
"Alaskan" in nature n the other hand, the court could
view the design award {ust anot er grocurement and it is

flear under the cases cr XY hat ge state cannot
Imit procurements entirely to aska resi

n



Representative Davis
January 26, 1987
Page 3

Accordingly, there is. at least a.risk that your proposal
could begs¥ruck down |? enacted into law. ) Prop

You should note that as currently written, SSHB 10 requires
only that the design be of "an Alaska theme." Otherwise,
discretion in selecting the design is left to the Department
of Administration. There is nothing to prevent the depart-
ment from advertising the contest only in Alaska, increasing
lihood that a state resident would bhe awarded the

the Tike

contract,. without taking the chance of running afoul of the
constitution.

If | may be of further assistance, please advise

KBL: mkr

m8/049



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P.O. Box Y, Slate Capitol
Juneau. Alaska 9% 113100
Mail Stop 31(D
(907 465-391

December 3, 1986
MEMORANDUM
T0: Representative Alyce Hanley
ATTN: Cassie Russell

FROM: Mary Jenningsf~f
Legislative Analyst

RE: State-Issued Bullion Pieces
Research Request 87.039

You requested information regarding the production of state-issued bullion
pieces in California, South Dakota and Texas. You requested that we deter-
mine the following: what legislation and regulations in conjunction

the legislation were required to institute the programs; how
share of the proceeds is determined and if state proceeds from
are applied to a specific program area; who mints the pieces
mints were chosen; how the design for the pieces was chosen;

are used: how the prices are set; the sizes of pieces that are

produced; how the piece dealers are ~chosen; what type ofrecord
system is utilized between the state and the dealers; andhow
are being marketed.

California

Legislation. During 1982* the state of California adopted sections
through 7556 of the State Government Code, which allow the state

tract with a mint for the production of commemorative gold

medallions.1

On May 15, 1984, Rarities Mint of Anaheim, the only mint expressing

est in the program, was awarded a five-year production contract.

fornia Department of General Services State Office of Procurement

the contract and administers the program.

Ntate-issued bullion pieces may be referred to as bullion,

medallions,

or bullion medallions. The pieces may not be called coins, a term whicn

can be used onl> for federally issued bullion pieces.



Representative Hanley
December 3, 1986
Page 2

Design. According to Jeannine Gendar of the Office of Procurement of the
Department of General Services, the design for the medallions was chosen by
the legislature and consists of the Great Seal of the State of California
on one side and the State Bear, the term "California Gold", the date, the
mint mark, the size, the term ".999 fine", and 31 small stars on the
other. The coins are minted in one-ounce, half-ounce, quarter-ounce and
tenth-ounce weights. The prices for the medallions are set by the mint and
reflect the market value of gold plus the cost of production. The medal-
lions are exempt from sales tax.

Royalties. The state receives the following royalties for the
medallions: one ounce, four dollars; half ounce, two dollars; quarter
ounce, one dollar; and tenth ounce, fifty cents. Proceeds are deposited
into the General Fund. Sales of the medallions began during August of 1984
and as of November 1, 1986, California has received 571,000 in royalities
from the sale of 17,900 ounces of gold. Royalties, which are paid in
advance, are basedupona monthly production schedule submitted to the
Department by Rarities. Rarities also submits a monthly statement of the
number of medallions actually minted, including sizes and serial numbers.
The mint must furnishs a yearly statement detailing sales. The department
reserves the right to audit all records.

Marketing. Rarities conducts and pays for the cost of all marketing and
advertising of the medallions although the state sets certain guidelines.
The contract states thatthe advertising must be aggressive andon  the
national level in the advertising medium of Rarities" choice. All advertis-
ing is submitted to the department before publication for review.

South Dakota

Legislation. During 1985, the South Dakota Legislature passed Senate
Bill 191, which allows the state to contract with a South Dakota mint for
the production of bullion pieces. Two bullion programs are currently being
developed. One program, aimed at South Dakota residents, will offer gold,
. Silver, and bronze medallions commemorating the state's centennial and the
other-will offer gold and silver bullion on a national level. Production
is planned to begin in early 1987, The State Bureau of Administration,
which oversees the programs, is currently in the process of drafting 3
contract with Tri-State Refining and Investment, the only mint in South

Dakota.

Design. Commemorative medallions will be issued in five-ounce, one-ounce
and half-ounce weights and will be sold singly and in sets. Jewelry and
belt buckles will also be produced. All medallions will bear the state
seal on the front and a mother and child standing on the prairie on the
reverse. The reverse side design was obtained in a contest open only to
South Dakota residents. The medallion will be produced through 1939/ the
state's centennial.



Representative Hanley
December 3, 1986

Page 3

The national program of gold and silver bullion is legislated to be a

permanent program, The pieces will be minted with the state seal on one
side and a bison on the reverse. The bison, which was second in the
commemorative design contest, was chosen at the discretion of the bureau.
Five, two, one, one-half, one-fourth, and one-tenth ounce pieces will be
minted.

Royalties. Under the terms of the contract, Tri-State will present a

monthly statement of sales to the mint and pay royalties based on a percent-
age of the wholesale price of pieces sold. According to Mr. Moisan of me
Bureau of Administration, the percentage has not yet been determined. The

price, which will be set by the mint, will reflect the market value of the
metals plus production costs. The bureau will have the right to audit all
records.

The proceeds from the sale of the programs will go to the construction of
the Cultural Heritage Center in Pierre, South Dakota. The project is esti-
mated to cost 56 million. The legislature will determine other uses for

the royalties when financing for construction of the center has bheen ful-
filled.

Marketing. Under the terms of the contract, the state will assist
Tri-State with the marketing of the commemorative medallions. The market-
ing of the bullion pieces will be performed solely by the mint under guide-
lines set by the state. The contract lists two nationally known dealers
that the mint must contact and also names several newspapersthat the mint
must utilize for advertising. The contract also states that the mint must
use radio and television. All advertisement must be sent tothe Bureau of

Administration for approval.

Texas

Legislation. During May of 1985, the Texas Legislature adopted Senate
Bill 1002, which created a program for production of materials to commemor-
ate the Texas Sesquicentennial during 1986. A sectionof the bill allowed

for the state to contract with privatemanufacturers for the production of
gold and silver bullion medallions. The Texas Sesquicentennial Commission,
which administers the program, contracted with Colonial Coins and Silver
Creations, both of Texas, to strike the pieces. The contracts are sched-
uled to be renewed January 1, 1987. I no additionallaaislation i
passed, the program will end on June 30, 1987.

Design. Thelegislation mandates that all pieces depict the front and
back of the Great Seal of the State of Texas, which isa scar on the front
and the six flags of Texas on the back. The piecas are also inscribed with
999 fine, the weight, 1986 and the mint mark. One-ounce, half-ounce,

quarter-ounce and tenth-ounce gold pieces and aone-ounce silver cieceare

being produced.



Representative Hanley
December 3, 1986
Page 4

Royalties. The mints present a monthly sales statement to the state and
pay royalties of two percent of the wholesale price of the pieces sold.
The price reflects the current market value of the metals plus production
costs. The pieces are exempt from state sales tax. Sales of the gold bul-
lion began in July of 1986 and the silver was offered for sale in Septem-
ber. According to Joanne Brown, Marketing Product Director for the commis-
sion, the state has received approximately S4,500 in royalties thus far.
As mandated by the legislation, the proceeds from the sale of all sesqui-
centennial products go to the Sesquicentennial Fund, which is divided
ehqually between the Texas Tourism Commission and the Texas Commission on
the Arts.

Marketing. The mints are responsible for the marketing and advertising
of the bullion. All advertising must be approved by the commission 30 days
before publication. The advertising medium is at the discretion of the
mints.

| hope you find this information wuseful. | have attached pertinent
legislation and a copy of the production contract from California. | have
requested similar materials from South Dakota and Texas and | will forward
them to you when | receive them. | have also attached a newspaper article

regarding gold and silver medallions being offered by the University of
Alaska. Please feel free to contact me if you have any questions.

MJ

Attachments
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ily. Marketing, period, Is all tlicy
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Stales strike u

By Michele Orzano

South Dakota may soon join California and Texas as
a producer of bullion pieces. The appeal of royalties
being deposited in the state’s treasury and the chance
to commemorate historically significant events in the
state has er.lianced the idea of state-issued bullion
pieces.

Doth California and Texas bullion pieces are exempt
from state taxes while South Dakota has yet to tackle
that question. California bullion pieces have been on
the market for more than a year while Texas just re-
leased its first bullion piece in early May. South Dako-
ta is in the process of conducting a statewide design
contest and expects to release Its first bullion piece

California Gold Is among several state-issued
gold bullion pieces. ,

"family of Kitp,.,

p gold bullion plece presses

sometime during the state's centennial in 1989,

The producers of the California pieces think it is
fitting that California was the first stale to issue its own
bullion pieces since California was the origin of the
1840s Gold Rush. Collectors and investors can buy Cal-
ifornia Gold in 1-ounce, half-ounce, quarter-ounce and
soon a tenth-ounce size. The California legislature au-
thorized the production of gold bullion pieces in 1983
in an effort to bring more revenue into a sagging state
treasury, according to lan Simpson, president of Rari-
ties Mint which has a contract to strike the pieces.

California — whose nickname the "Golden State"
can still evoke images of scruffy miners hauling sacks
of gold into the town assay office — has survived the
waves of dreamers whose eyes reflected the gold they
envisioned hidden Just a shovel scratch away. Now
more than 100 years later and several hundred miles
to the south of where it all started, is the Rarities Mint

in Anaheim which produced some 12,000 pieces of Cal-

ifornia Gold in 1985,

Seeks Japanese outlets

"We strike as many as we can sell. We only struck
500 in 1984 because it was around the time of the
Olympics," Simpson said. "Once the one-tenth ounce is
released we will be selling it In Japan to compete In

Ic*eDId rush' they are experiencing.*

The CaRis :eneral fund receives 54 for each

ounce of California Gold sold, Simpson said, hut added
he would like to see those royalties go to a more spe-
cific fund, something for the handicapped or elderly.
He said legislation is being discussed now to direct the
legislature towards that goal.

Although the original legislation mandated only Cali-
fornia-mined gold be used in the production of the
pieces, Simpson said the law was recently amended to
allow purchase of gold from any American based
mine. In keeping with the theme of a strong California
and America, the obverse features the California
brown bear while the reverse hears the Groat Seat of
the State of California.

Please turn to page 19-""

Texas has entered the gold bullion piece mar-
ket with this six flags design.



COIN WORLD, Wodneadoy, Juno 11,1908

States us”h. flo 111flale;stale*5Cofi1ers”?

Vogt said Ihc story behind Ihe camion Is another Interesting @authorized centennial Jewelry lo be mad®* 1In~he dixltn.

bit of Texas history. In the eatly 1830s, when Texas wasstltl part South Dakota Dlack Hillsgold, he said. *
of Mexico, lhc Commanchc Indians were nllar.klng lhe town of A percentage of the proceeds will go toward construction >
For lhc 1986 Issues, Simpson said lhc hear dcslp.n has been Gntlad and the citizens asked the Mexican government for help lhc Dakota Heritage Center to hou"o lhe rellrs and other fitstoi
modified lo make Ilhc bear appear bolder looking and lhc 31 In fending off the attacks. Icmemorabilia of Ihe stale now stored Inn leaky basemcnl of
stars surrounding (he hear I appear more lhrcc dimensional. The Mexican government sent a cannon for Goliad"s defense. museum, Mol.san said. With that as a goal, supporters aro lookA
Ihc Issue dale will be al Ihe bottom of Ihe obverse rather lhao. Then, during the Texas revolution when the Mexicans asked for Ing fry thislobe a long term project, he.said. * T
In lhc side as Inprevious issues. the cannon back, the residents of Goliad told them to "Come nnd “We®re at liberty to do whatever the market will benr,">cV
“We envision these will surpass the popularity of Ihc [Chinese] Take It,” Vogt said, thus marking on Important turnaround In Molsan said. "We re billing this as the only state that produces "N\
I*anda [gold bullion coin] - it3 a piece of American history the revolution. As the Texans fled from the advancing Mexican and mines Itsown bullion pieces since w e sell our Rold to Call-";#
Simpson sa “We like lodocument history Instory format." army, they look the cannon with them and burled It In the fornla."*
Ilhe bullion pieces arc sold nationwide by coin dealers and desert, never tobe found, he said. .- " 1 By law Individual states cannot strike legal tender coins,”
direct from lhc Rarities Mint. Simpson said he does not believe- The fractional pieces will be Inproduction by June 10, he said. though they may strike commemorative medals or bullion plrc-1"<e"

lhe upcoming U.S. bullion coins will hinder the sale of Californ

All five pieces will be Issued every year and the design and the cs. According lo Ken Gubin, general counsel for the U.S. Mint," &

Cold because his product Isnot monetized nnd Is pure gold (the date will change annually, he said. many people misuse the word coin but

lhc difference between"-.-."_ ,
U.S. coins will have a fincncss_of .917, but wlll~cpnjaln a lulj He said the popularity of the bullion pieces will probably cen— coin and amedal Islhe legal tender status of the coin. -
measure of pure raid), The pflccTs*"ipl*~ruT?.? percent which ter inTexas although they arc available all across the country. Gubin said Article I, Section 10 of the U.S. Constitution specifi—
overages out io JJ5XO0. “"Most Texans are proud lo be Texans and 1| feel these will be cally prohibits states from coining money and he called It "high-1"=m

RarilicValso lssues California Golcftproot sets on a limited as popular an Item as the [Canadian] Maple Leaf and [South Iy Inadvisable” to use the term "coin"” when referring lo the»;

I"isiswith 1,000 sets In 1986. African] Krugerrand, "™ he said. *"r* e*?m_; rstate-Issued bullion pieces. >1

Texas bu||i0n pieceS SOUth Dakota COnSiderS - - He said Ifon advertisement for the product would contain the".,"

word "coin" itmight be a matter for the U.S. Postal Service or ->

Texas Ishoping the Increased interest In U.S. gold bullion piec— By the end of June, South Dakota residents will know the {he secret Service to look into. - *

es wilt continue and help sales of the Texas gold and silver design to be used on the limited editions of 5-ounce gold, silver “The Mint does not have any enforcement powers so we would*- m -

Million pieces released this year. and bronze and the 1-ouncc gold, sliver and bronze bullion piec— [ofer it to the appropriate agency.” Gubin said. "While It Is on

The 1-ounce bullion pieces are making lheir debul inTexas to es. easy enough mistake to make in advertising, you have to be

cindde with the stale*s Independence Sesquicentennial which That s the deadline date for entries from South Dakota artists jyjttlebitmore careful [in that) than in casual conversation." o
makes the prospect of boosting the Texas Historical Society"s to be submitted to the design contest, according to John Molsan,
“eank account nearly a sure thing. chairman of the centennial coin contest. The Great Seal ol the

lhat Iswhere the profits from the sale of the Texas pieces Is State of South Dakota will grace the obverse and a design Incor—

m go. according to legislation authorizing the 1-ounce silver and poratingsome aspect of South Dakota will be on the reverse.

gold 1-ounce, half-ounce, quarter-ounce and tenth-ounce slz- Molsan said a $1,000 prize will be given to the winning artist

and Ifomestake Mining Co. will donate 1 ounce of gold to the

Ur. G.W. Vogt of Coloni Coins In Houston, which has lhe winner. After the design Isselected In a ceremony at the South

mintract lo strike lhc pieces, says public Interest has been good Dakota Capital Building July 10. Tri-State RcJinXngjind Engi —

emisiderlng the pieces Just recently became available. All five neering to Sioux Falls. S.D., will begin s(rik(ng<and marlieting

res depict the front and back of the Great Seal of the State of tfl£bullion pieces. “ i

1o v
©eexas. ) ) The bullion pieces will be sold In 5-ounce and 1-ounce sets of
Few people know about the back of the seal, In 1961 the gold, silver and bronze and will be numbered for the limited

Zlughters of the Texas Revolution succeeded 1In getting the editions. After those limited edition sets nre produced, the re—

de to adopt the reverse,” he said. The reverse shows the six ing pieces will be struck and be 1.25 Inches In diameter.
gs of Texas flanking three Important events In Texas history “We want to stay with collector Interests but we also w,
the Alamo, the “Come and Take It Cannon"” and a broken gear It towards something a grade school kid coulcy” n
nlgc representing the break with Mexico. have a souvenir of the centenni he sai The 1




COMMEMORATED- The official state fossil, thewoolly mammoth, left,and the
University of Alaska Museum at Fairbanks have been commemorated through
the creation of a numbered set of gold and silver coins. Local artist Jim Behlke
designed the coins, and money raised from their sale goes to the museum®s
endowment fund. The museum isthe only natural history museum in Alaska.

Romsantry 144 fuh k<

Gold, silver coin set designates
N

-r

woolly mammoth state fossil

The Alaska Legislature made
thewoollymammoth (heofficiai
state fossil earlier thisyear, and
that action i now being com—
memorated througn the striking
of a gold and silver coin st

The idea o make the long—
haired ancestor of the elephant
the state fossil began with Ed
McLaugnJin of the Cmversity of
Alaska-Fairbanks School of
Mineral  Engineering.
McLaughlin presented the con—
cept to state Sen. Bettye
Fahrenkamp, D-Fairbanks,

who then drafted the necessary
legislationand saw n through ©
approval .

The coins feature the
words "University of
Alaska .Museum—Pre-
serving Alaska’'s
Heritage." and the
mammoth on one side,
and the university seal
on the other. Five hun-
dred gold and 4,000 sil-
ver coins have been
struck and numbered.
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Offered: 2/11/87 5-0082L
Referred: Finance

Original sponsors: Davis, Koponen,
Hudson and Hanley

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 10 (State Affairs)
IN THE. LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the minting and sale of commem-
orative gold and silver medallions; and providing for
an effective date.™
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.09 is amended by adding a new section to read:
Sec. 44.09.017. COMMEMORATIVE GOLD AND SILVER MEDALLIONS. (a)
The Department of Administration shall contract or otherwise arrange
for the minting and sale of Alaska commemorative medallions minted

only from .999 fine gold and silver in weights determined by the

commissioner of administration. Gold and silver mined in Alaska shall
be used in the production of the medallions. The state shall receive
a royal., from the sale of the medallions. The amount of the royalty

shall be determined by the commissioner of administration.

(b) One side of the commemorative medallions minted wunder this
section shall contain the state seal. The design for the other side
shall be determined in an annual contest conducted by the <contractor
under the supervision of the Department of Administration. Oonly
designs using an Alaska theme and submitted by Alaska residents may be
considered in the contest. Payment for the winning design may not
exceed five percent of the revenue generated from medallion sales.

(c) No later than January 20 of each year, the contractor shall
submit to the legislature a report on the production and sale of
medallions under this section.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

HBOO10B -1- CSHB 10 (SA)



5-0082A

Introduced: 1/19/87
Referred: State Affairs and

Finance
BY DAVIS, KOPONEN, HUDSON
IN THE HOUSE AND HANLEY
HOUSE BILL NO. 10
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to the minting and sale of commem-

orative gold coins; and providing for an effective
date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 44.09 is amended by adding a new section to read:

Sec. 44.09.017. COMMEMORATIVE GOLD COINS. (a) The Department
of Administration shall contract or otherwise arrange for the minting
and sale of Alaska commemorative coins in one ounce, one-half ounce,
and one-quarter ounce weights, minted only from .999 fine gold pro-
duced in the state.

(b) One side of the commemorative coins minted under this sec-
tion shall contain the state seal. The design for the other side

shall be determined in an annual contest conducted by the Department

of Administration. Only designs using an Alaska theme may be con-
sidered 1in the contest. Payment for the winning design may not exceed
$1,000.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).
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No. 1
STATE OF ALASKA 1987 LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: HB12
REQUEST Publish Date: HOUSE 2/9/87
Revision Date: 0111/Res No: HB 12 Agency Affected: Administration
Titie:An *ct relating to limiting BRU: Retirement and Etaneflts
certain kinds of credited service in the TRS
SponSOr-. larson Components Retirement and Benefits

Requestor:

EXPENDITURES/REVENUES: (Thousands of

FT8? FY 88 FVBY FY 90 FY 91 " FY 92
OPERATING

Personal Services 0 6 0 0 0 0
travel 6 0 6 0 0 0
contractual 0 0 6 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 d 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
CRANTS, CLAIMS 0 0 0 6 0 0
MISCELLANEQUS 6 0 6 0 0 0
TOTAL OPERATING "6 b 0 0 0 0
m CAPITAL' 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

CENERAL FUND 0 0 b 0 0 0
FEDERAL FUNDS 0 0 b b 0 0
OTHER I/A & PCM RCPTS 0 b b 0 0 0
TOTAL 0 0 0 b 0 0
POSITIONS:

FULL-TIME 3 0 0 0 0 0
PART-TIME b 0 0 0 0: 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: Attach a separate page if necessary

An analysis of the impact of this bill on the actuarial soundness of the Teachers' Retirement
System (TRS) funds is provided in the attached letter to Representative Ulmer.

Prepared By: a. Logan Phone: (907) <*65-h %0
Division: Retirement and Bene Date: February 3, 1987-
Approved by Commissioner: Garrey Peska, Date

Agency: Department of Administration

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 9/16/86
Senate Secretary Page of



No. 1

ROlic EmoloyMI RtiikmdNt Syllim
t reice’j Rali“amant Syittm
Judicial Rati<gnai Syjiem
Elacled POlic OHiegrri Raiugmgni Syjiam
i Netiorel Guard Retirament Syiram
Temlaoral Ralucmeni Syllam
Ralueai \olutary Dgniii-VhionAudio Plan

DEPARTMENT OF ADMINISTRATION it Sl

Publiic Emoioyars Social Stcunly Comnbuliona
PLEASE REPLY TO: Y

AP.0.BOX CR Z 2600 DENALIST. SUITE 401 STEVE COWPER, GOVERNOR
JUNEAU. ALASKA Dan -0203 ANCHORAGE. ALASKA 99503 February 5, 1987
PHONE: (907)465-4460 PHONE (907) 277-7504 '

HB 12 Page 2 of 3  2/9/8:

The Honorable Fran Ulmer

Chairman, House State Affairs Committee
Alaska State Legislature

P.O. Box V

Juneau, AK 99811

Dear Representative Ulmer:

Re: House Bill 12

In accordance with AS 24.08.036, | am providing the analysis below on House
Bill 12. The analysis includes the long-term and short-term savings to the
state if the bill is adopted and the impact the bill will have on the

actuarial soundness of the Teachers' Retirement System (TRS) funds.

This Dbill would reduce the amount of non-membership service that may be
claimed in the TRS to a maximum of three years for members first hired on or
after July 1, 1987. It isestimated to result in a .02% decrease in the TRS
state contribution rate inFY 88. The state TRS payroll is estimated to be
$48,498,325 in FY 88 and to remain level each year thereafter. The TRS state
match contribution rate wouldalso decrease by .02% in FY 88. The TRS state
match payroll is estimated to be $345,200,891 in FY 88 and to remain level
each year thereafter.

The savings of $§78.8 is calculated as follows:

The decrease in the TRS contribution rate
(\02%) times the estimated FY 88 University
of Alaska TRS payroll ($43,057,03i7) equaling: [$ 8.6]

Plus the decrease in the TRS contribution
rate (.02%) times the estimated FY 88 Department
of Education TRS payroll ($5,441,288) equaling: [$ 1.1]

Plus the decrease in the TRS state match
contribution rate (.02%) times the

estimated FY 88 TRS state match payroll
($345,200,891) equaling: [§ 69.0]

Total state FY 88 savings [§ 78.7]

02-B4LH Note: pioase Inclucto Your Social Security Number In Al Correspondence & Requests Coocsnvng Your Benofits.



HB 12 Page 3 of 3 2/9/87

The Honorable Fran Ulmer -2- February 5, 1987

In addition to the state savings described above, there would be a
decrease in the school districts* contribution rates of .02% which would
result in savings of $59.3 for FY 88 and each year thereafter.

There will "not be any adverse impact on the actuarial soundness of the
retirement systems funds if this bill becomes law.

JALIcam/7



POSITION PAPER
HB 12

This bill applies to members of the Teachers' Retirement System (TRS)
who are first hired on or after July 1, 1987. [t would reduce the
amount of non-membership service that may be claimed in the TRS to a
maximum of three years. This Dbill represents cost savings to the
state and school districts. Cost containment measures in the TRS such
as this could be used to help offset the cost associated with a change
to the TRS statutes for an actuarially funded post retirement pension
adjustment mechanism.

Because of the reasons stated above, the Department is neutral i this
Bill.
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5-0170A

Introduced: 1/19/87

Referred: State Affairs, Health,
Education & Social Services and
Finance

IN THE HOUSE

BY LARSON AND MENARD

HOUSE BILL NO. 12

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to limiting certain Kkinds of cred-

BE

ited service in the Teachers®™ Retirement System; and
providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 14.25.060(b) is amended to read:

(b) IfT a member joins the system on or after July 1, 1978, and
has creditable outside service, the member may claim this service in
accordance with (¢) of this section. |If claimed, the member 1is 1in-
debted to the retirement fund as follows:

(1) The arrearage indebtedness is the full actuarial cost
of providing benefits for the service being claimed. Compound inter-
est at the rate prescribed by regulation shall be added to the arrear-
age indebtedness beginning the date the actuarial cost is established
to the date of payment or the date of retirement, whichever occurs
first.

(2) If a member terminates from the system and is subse-
quently reemployed as a member, the arrearage indebtedness for outside
service during the interim is the full actuarial cost of providing
benefits for the interim service being claimed. Compound interest at
the rate prescribed by regulation shall be added to the arrearage
indebtedness beginning the date the actuarial cost is established to
the date of payment or the date of retirement, whichever occurs first.

[(3) REPEALED]

* Sec. 2. AS 14.25.060(c) 1is amended to read:

HBOO12A -1- HB 12
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(c) For a member who first joined the system before July 1,
1987, the [THE] total military service claimed may not exceed five
years. For a member who first joined the system before July 1, 1987,
the [THE] combined total of outside and military service may not
exceed 10 years, except chat, if entry into the armed forces is imme-
diately preceded by membership service and within one vyear after
discharge 1is continued by membership service, that service will not be
counted for purposes of determining the applicability of the 10-year
limitation on the combined total of outside and military service. For
a member who first joins the system on or after July 1, 1987, the
total combined territorial service, military service, outside service,
and Alaska B1A service claimed may not exceed three years.
Sec. 3. AS -14.25.100(a) is amended to read:

(a) A member who served as an active member of the armed forces
of the United States and who first joined the system before July 1,

may receive credited service under this system up to a maximum
of five years. A member who served as an active member of the armed
forces of the United States and who first joins the system on or after
July 1, 1987, may receive a maximum of three years of credited service
for combined military service, territorial service, outside service
and Alaska BIA service. Each 12 months of military service equals one
school year, and lesser military periods will be determined for credit
purposes in a proportionate ratio to a year. To receive credited
service under this section, the member must have received a discharge
other than dishonorable. Credit for service in the armed forces shall
be granted only if the member makes contributions for the service in
the same manner as required for outside service under AS 14.25.060.
For a member who first joined the system before July 1, 1987, the

[THE] military service credited under this section shall be included

H3 12 -2- HBOO12A



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

in Che 10-year limitation of outside service as specified in AS 14.-
25.060, except if entry into the armed forces is immediately preceded
by Alaska membership service and following discharge is continued by
Alaska membership service within one year thereafter, service may not
be counted for purposes of determining the applicability of the 10-
year limitation on outside service.
*Sec. 4. AS 14.25.105(a) is amended to read:

(a) A teacher who completes 15 years of membership service under
this chapter may elect to receive credited service for employment
rendered to the Territory of Alaska before January 3, 1959, regardless
of the office, department, division or agency of the territory in
which employed. For a teacher who first joined the system before
July 1, 1987, credited [CREDITED] service allowed under this section
may not exceed five years. A teacher who first joins the system on or
after July 1, 1987, may receive credited service for a maximum of
three years of combined territorial service, outside service, military
service, and Alaska BIA service.

*Sec. 5. AS 14.25.107 1is amended to read:

Sec. 14.25.107. CREDIT FOR ALASKA BIA SERVICE. A member who
joins the system on or after July 1, 1978, and before July 1, 1987,
who has Alaska BIA service may claim all of that service as credited
service. A member who joins the system on or after July 1. 1987, who
has Alaska BIA service may claim a maximum of three years of combined
Alaska BIA service, territorial service, outside service, and military
service as credit .d service. A retirement benefit payable under this
chapter for Alaska BIA service shall be reduced by an amount equal to
the retirement benefits paid to the member by the United States gov-
ernment for the same service.

*Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

HBOO12A -3- HB 12
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|FILAINE AFARS AN

MEMORANDUM January 23, 1987
SUBJECT: Se_cti_onal analysisof HB 1

(Limit credited service |n TRS)
T0: Representatwe Ron Larson
FROM: Teresa B, Crame

Legislative Counsel

You have re fwested a sect onal analysis of the apove
descrl bed mlnar)é matter, note that a sec
t|_onal analysis or summary of a nill should not he con-
sidered an authoritative interpretation of the bill and the
bill itself is the best statement of its contents.

- Sections 1 and 2 reduces the total of combined territorial
service, military service, outside service and Alaska BIA
service that may be claimed by a member of the Teachersl
Retirement Systém who was hired after June 30, 1987, from

five years to three years.

ection 3 amends the military service section to reflect the
hree year limit,

ection 4 amends the territorial service section to reflect
he three year limit.

ection 5 amends the BIA service section to reflect the
hree year limit,

S
t
S
t
S
t
Section 6 is an immediate effective date clause.
If | may be of further assistance, please advise.

TC:mkr
m8/046



5-0170A

Introduced: 1/19/87
Referred: State Affairs, Health,
Education & Social Services and

Finance
IN THE HOUSE BY LARSON AND MENARD
HOUSE BILL NO. 12
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to limiting certain Kkinds of cred—

ited service in the Teachers®™ Retirement Systenm; and

providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 14.25.060(b) is amended to read:

(b) If a member joins the system on or after July 1, 1978, and
has creditable outside service, the member may claim this service in
accordance with (c) of this section. |If claimed, the member 1is in—
debted to the retirement fund as follows:

(1) The arrearage indebtedness 1is the full actuarial cost
of providing benefits for the service being claimed. Compound inter—
est at the rate prescribed by regulation shall be added to the arrear—
age indebtedness beginning the date the actuarial cost is established
to the date of payment or the date of retirement, whichever occurs
first.

(2) If a member terminates from the system and is subse—
quently reemployed as a member, the arrearage indebtedness for outside
service during the interim is the full actuarial cost of providing
benefits for the interim service being claimed. Compound interest at
the rate prescribed by regulation shall be added to the arrearage
indebtedness beginning the date the actuarial cost is established to
the date of payment or the date of retirement, whichever occurs first.

[(3) REPEALED]

* Sec. 2. AS 14.25.060(c) 1is amended to read:

HBOO12A -1- HB 12
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(c) For a member who first jJjoined the system before July 1,
198?, the [THE] total military service claimed may not exceed five
years. For a member who first joined the system before July 1, 1987,
the [THE] combined total of outside and military service may not
exceed 10 years, except that, if entry into the armed forces is 1imme—
diately preceded by membership service and within one vyear after
discharge is continued by membership service, that service will not be
counted for purposes of determining the applicability of the 10-year
limitation on the combined total of outside and military service. For
a member who first joins the system on or after July 1, 1937, the
total combined territorial service, military service, outside service,
and Alaska BIA service claimed may not exceed three years.
Sec. 3. AS 14.25.100(a) is amended to read:

(a) A member who served as an active member of the armed forces
of the United States and who first joined the system before July 1.
1987, may receive credited service under this system up to a maximum
of five years. A member who served as an active member of the armed
forces of the United States and who first joins the system on or after
July 1, 1987, mayj"eceive a maximum of three years of credited service
for combined military service, territorial service, outside service
and Alaska BIA service. Each 12 months of military service equals one
school year, and lesser military periods will be determined for credit
purposes in a proportionate ratio to a year. To receive credited
service under this section, the member must have received a discharge
other than dishonorable. Credit for service in the armed forces shall
be granted only if the member makes contributions for the service in
the same manner as required for outside service under AS 14.25.060.
For a member who first joined the system before July 1, 1987, the

[THE] military service credited under this section shall be included

-2- HBOO12A
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in the 10-year

25.060, except if entry

by Alaska membership service and following discharge
Alaska membership service within one year thereafter,

be counted for purposes of determining the applicability

year

*Sec. 4. AS 14.25.105(a)
@

this chapter may elect to

rendered to the Territory of Alaska

of the office, department,

which employed. For a teacher

July 1, 1987, credited [CREDIT

may not exceed five years.

after July 1, 1987, may receive credited service for a maximum
three years of combined territorial service, outside service,
service, and Alaska BIA service.
*Sec. 5. A3 14.25.107 is amended to read:

Sec. 14.25.107. CREDIT FOR ALASKA BIA SERVICE. A  member
joins the system on or after July 1, 1978, and before July 1,
who has Alaska BIA service may claim all of that service as
service. A member who joins the system on or after July 1, 1987,

has Alaska BIA service may claim a maximum

Alaska BIA service,
service as credited service.

chapter for Alaska BIA service

the retirement benefits paid to the member by the United

ernment for the same service.

*Sec. 6. This Act takes effect
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