
STATEMENT OF PURPOSE

RS33781 / S1421

Since the year 2000, the M2 money supply has grown by 380 percent. It has almost quadrupled. A quadrupling
of the money supply will eventually accelerate the rate of inflation.

By adding physical gold and silver to Idaho Code §57-720 and to Idaho Code §59-1312, the permanent
endowment funds authorized by Idaho Code §57-715 and investments into the Public Employee Retirement
Funds respectively will be permitted to hold some portion of these funds in physical gold and silver to help
secure these assets against the risk of inflation and/or to achieve capital gains as measured in Federal Reserve
Notes.

The new authority will be confined to holding gold and silver directly and in a manner that does not assume the
counter-party risk involved with other current holding, such as corporate bonds, treasury bills, and other debt
instruments. This measure does not empower an investment in paper forms of the metal like futures contracts,
or other gold and silver derivatives. The authority is confined to physical gold and silver, directly owned by the
state and stored in a secure depository or any bank or credit union with a class 1 vault and, if stored in Idaho,
licensed by the Department of Finance. The legislation also permits storage in states contiguous to Idaho or in
the state of Texas when stored in a precious metals depository.

FISCAL NOTE
This legislation will have no direct impacts on the General Fund as it only grants permission for Permanent
Endowments funds and PERSI funds to invest monies in precious metals. There may be some increase to
these funds as investments in precious metals may lead to larger returns and serve as a stronger hedge against
inflation. This legislation caps the maximum investment in gold and silver bullion at 7.5% of the fund monies.

The transaction cost of buying, and selling and storing gold bullion is similar to transaction costs of buying,
selling and holding United States Treasury Notes. The cost of a one year $100 million dollar investment in
gold bullion would be 21 basis points of value of the investment to buy, store and sell. That cost would be $100
million x 0.0021 = $210,000. At $5,000 an ounce, $100 million in gold occupies about 2.0 cubic feet.

The cost of buying, holding and selling a $100 million U.S. Treasury Note is the difference between the interest
rate on the treasury note and the overnight banking rate. This is a difference of 0.32% times $100 million or
$320.000.

Therefore, the transaction cost and holding cost of an investment in either gold bullion or in U.S. Treasury Notes
is about the same. There will be no fiscal impact on local entities because this legislation is strictly limited to
the State Treasurer.

Contact:
Senator Phil Hart
(208) 332-1000

DISCLAIMER: This statement of purpose and fiscal note are a mere attachment to this bill and prepared by a proponent
of the bill. It is neither intended as an expression of legislative intent nor intended for any use outside of the legislative
process, including judicial review (Joint Rule 18).
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