Chair Dolan, Vice Chair Gavorone, Ranking Member Sykes and members of the Senate Finance
committee:

Thank you for allowing me to testify on HB110.

| am Brad Karoleff, partner in Coins Plus with two Cincinnati, OH locations. | began in this business in
1975 and have spent my business life building Coins Plus into a reputable and profitable small business.

| have appeared here before testifying on a sales tax exemption that was granted in 2017. Our
exemption was lost to a line item veto in the budget bill by Governor DeWine in 2019. This has left the
Ohio dealers in a significant competitive disadvantage- especially those of us in close proximity to non-
tax states.

You have been supplied with a map of the United States outlining the sales tax structure on our
products. As you can see, Ohio is in the minority of states charging sales tax on these items- Arkansas is
the latest, and 39" state, to grant its’ consumers an exemption on these items.

All the Ohio dealers have lost sales to non-taxed states. In my instance, being only a few miles from
Indiana, it is very easy for customers to avoid paying sales tax on their purchases. | am aware that there
is even an Indiana dealer pricing his items “over market” and justifying it by telling his Ohio customers,
“It is still less than you are going to pay in Ohio with the sales tax.”

We are all small business owners not here asking for a bailout check from the treasury. We are existing
stable businesses attempting to be competitive in a very low margin investment commodity.

Look at your maps- Ohio is surrounded by non-tax states that are siphoning Ohio dollars out of state.
Help us keep these dollars circulating in Ohio creating an increase in CAT Tax, Income Tax, Capital Gains
Tax and Payroll Tax revenues for Ohio.

Ohio is penalizing my customers, and your constituents, by collecting sales tax on these hard asset
investments. We ask you to relevel the playing field for Ohio dealers.

| have a few examples of our products you have been examining. The 100 ounce silver bar costs
approximately $200-250 more in Ohio than in Michigan, Indiana, Pennsylvania or West Virginia. The
gold coin, a US Mint product and legal tender, is $125-165 more. The increase is solely the 6-7.8% sales
tax. As an informed consumer where would you want to purchase these items?

Additionally, trade shows no longer consider Ohio as a destination due to the tax issue. | have supplied
letters from our local coin club outlining the difficulty we are having selling tables compared to when
Ohio was tax free. Also, the regional coin club, The Central States Numismatic Society, and the national
organization, The American Numismatic Association, have supplied letters explaining their respective
positions on awarding conventions to states charging sales tax on coins and bullion.

Please support HB110 to free your constituents from having to pay this unfair tax.
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OHIO
Benefits Exempting Coins, Currency, and
Precious-Metals Bullion from Sales-Taxes

e Profits will increase for existing businesses.

e More jobs and higher pay will be available to Ohio workers.

e The increased number of in-state businesses and the related increase in employment will
result in additional business-tax and sales-tax collections. (The Michigan Treasury, for
example, estimates that 38.5% of Michigan payrolls are spent on merchandise on which
Michigan sales taxes are collected.)

e The 2015 Numismatic Dealer Directory listed 1.41-coin dealers per 100,000 residents in Ohio
while states with complete or partial sales tax exemptions on coins, currency, and precious
metals bullion sales averaged 1.29-coin dealers per 100,000 residents.

e As sales of tax-exempt merchandise rises, so too will sales of merchandise that is still subject
to sales tax—for example, collector supplies, jewelry, antiques, and other collectibles.

e The playing field will be leveled for small-business owners.

e The hospitality industry will benefit significantly from the opportunity to host small, medium,
and large coin shows (as has been the case in the other 39 states with sales-tax exemptions).

e Ohio coin, currency, and precious-metals bullion businesses will no longer lose almost all
customers to businesses in states with sales-tax exemptions, such as residents in five of the
ten largest cities in Ohio (Columbus, Cleveland, Cincinnati, Toledo, and Akron) that live a short
distance from coin dealers in neighboring states that do have sales tax exemptions on coins,
currency, and precious-metals bullion.

e Ohio consumers will have the security of doing business and developing relationships with
local vendors, sparing them the expense, inconvenience, and potential risks of purchasing
these high-value items out of state.

e Smaller-scale investors will have a chance to deal locally without the burden of sales and use
taxes, which affluent investors can easily avoid by purchasing commaodities or arranging for
storage out of state.

e Senior citizens, who can consult local businesses for a second opinion, will have more
resources to avoid scam artists.

e All Ohio consumers will benefit from the fact that local brick-and-mortar businesses have more

incentives to address local customer concerns and problems than do out-of-state businesses.

Increased tax collections by the State Treasury.

© Industry Council for Tangible Assets, Inc. dba National Coin & Bullion Association. All rights reserved.
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YOUR INDUSTRY WATCHDOG

Coin dealers generate sales-tax collections in four different ways:

SYNOPSIS
Rare Coins and Precious-Metals Bullion National Survey
2015 Sales-Tax Collections

1) in-state retail sales of rare coins and precious-

metals bullion, 2) in-state retail sales of other merchandise on which sales tax is collected, 3) spending by coin
dealership staff who devote part of their income on merchandise subject to sales tax, and 4) hospitality industry sales

to attendees at coin trade shows.

On the basis of this survey, ICTA conservatively concludes that, contrary to what might be expected, when a state
government enacts a rare-coin and precious-metals bullion sales-tax exemption, the state is almost

certain to experience a net increase in total sales-tax collections.

Further, because of higher business activity and industry employment, states with such sales-tax

exemptions also experience higher individual income-tax and business-tax collections.

Taxable Exempt
2015 Revenue Sources, per Coin Dealer States States Diff.
In-State
Retail sales of rare coins and precious metals $104,188 $1,068,612 926%
Retail sales of other merchandise $29,269 $98,659 237%
Services $2,390 $15,088 531%
Wholesale sales $252,189 $651,584 158%
Total In-State Sales $388,036 $1,833,943 372%
Out-of-State
Retail sales $214,639 $1,857,931 766%
Wholesale sales $472,029 $984,780 109%
Total Out-of-State Sales $686,668 $2,842,711 314%
TOTAL SALES $1,074,704 $4,676,654 335%
2015 Sales Taxes Collected, per Coin Dealer
Sales of sales-taxable rare coins and precious metals $5,423 $0 -100%
Sales of sales-taxable merchandise—other $1,520 $5,213 243%
TOTAL SALES TAXES COLLECTED $6,943 $5,213 -25%
Average Number of 2015 Coin Trade Shows Where Coin Dealers Hosted Booths
In-state 2.9 5.7 97%
Out-of-state in states with no coin/bullion exemption 1.3 0.5 -62%
Out-of-state in states with coin/bullion exemptions 5.3 4.6 -13%
TOTAL 9.5 10.8 14%

Proportion of taxable sales in taxable states consisting of merchandise other than coins or precious-metals bullion:
21.9%

Total sales in taxable states not affected by enacting a coin/bullion sales-tax exemption: 90.3%

Percentage of forsaken sales-tax collections from coin/bullion exemption replaced by increased sales of other
merchandise still subject to sales tax [($5,213-$1,520)/$5,423]: 68.1%

Percentage of forsaken sales-tax collections from coin/bullion exemption replaced by increased sales-taxable
purchases that result from higher industry personal incomes (estimated): 50-200%

Percentage of forsaken sales-tax collections from coin/bullion exemption replaced by increased sales-taxable
purchases that result from increased hospitality industry sales (estimated): 10-200%

For more information, please contact ICTA by calling (678) 430-3252 or by emailing icta@ictaonline.org.
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The Difficulty of Calculating Potentially Lost Sales-Tax Collections
from Exempting Coins, Currency, and Precious-Metals Bullion from
Ohio Sales and Use Tax

Prepared by Patrick A. Heller, CPA
Owner of Liberty Coin Service, Lansing, Michigan (1981-2014)

e  Surveys conducted in the 1990s of coin dealers in Kentucky and in Ohio both determined that about 50% of in-state retail
coin dealer sales involve merchandise other than what would be impacted by a sales-tax exemption for coins, currency, and
precious-metals bullion products.

e  Many brick and mortar coin dealers are jewelers or antique stores that also handle a small volume of rare coins, currency,
and precious-metals bullion.

e It is therefore not possible to pull up data on sales-tax remittances from Ohio businesses identified as coin dealers and
know how much of these taxes resulted from sales of coins, currency, and precious-metals bullion.

e  Using Dun & Bradstreet data in the mid-1990s, | calculated that my company collected about 25% of industry-wide Michigan
sales-taxes on coin and precious-metals bullion sales. At the maximum, we collected almost $48,000 annually on such sales,
indicating that statewide sales-tax collections on such products totaled less than $200,000. The Michigan Treasury and
House and Senate fiscal agencies rounded this amount up to $300,000 in annual sales-tax collections in their analyses of a
coins and precious-metals bullion sales-tax exemption that took effect in July 1999.

e The impact on paying sales-tax on coin and precious-metals sales is so sensitive that when the Michigan sales-tax rate rose
from 4% to 6% on May |, 1994, my company’s sales-taxable retail sales fell almost exactly one-third in the following 12
months compared to the |2 months before the rate increase.

e In 2013, the Ohio Legislative Service Commission projected that a sales-tax on coins and precious-metals bullion would
collect between $7 million and $8 million.

e The retail profit margins on precious-metals bullion products are usually in the 1-5% range. These are the bulk of sales
volume for dealers who sell coins, currency, and precious-metals bullion. Collecting Ohio sales-tax on the sales of such
products yields greater net revenues to the state treasury than the gross profit to the company making the sale.

e Precious-metals bullion products and many coins are fungible, meaning that matching products can be purchased from
thousands of sellers located nationwide.

e  Ohio purchasers of coins, currency, and precious-metals bullion can now easily purchase these products from non-Ohio
sellers who do not have to charge Ohio sales-tax. If these purchases are stored in Delaware depositories, safe deposit
boxes in neighboring states such as Indiana, Michigan, Pennsylvania, and West Virginia, or elsewhere outside of Ohio—as is
generally done by more prosperous Ohio residents—no Ohio sales or use tax would ever be due on such purchases.

e  When coins and precious-metals bullion were subject to Michigan sales-tax when purchased in-state, in-state retail
transactions of $5,000 or larger for such merchandise accounted for about 1% of my company’s in-state retail sales. By the
year 201 |, my company’s total in-state retail sales of coins and precious-metals had increased more than 2,500% (versus
about a 500% increase for our in-state wholesale and out of state sales) from when the sales-tax exemption took effect. Of
this larger sales volume, transactions of $5,000 or more accounted for 94% of total in-state retail sales volume.

e Therefore, any analysis such as using U.S. Mint sales volume to calculate state sales in proportion to that state’s population
to the national population is statistically invalid. For a more accurate figure, ICTA’s 2016 national survey of actual coin
dealer activity for the year 2015, determined that the average annual in-state retail sales of coins and precious-metals
bullion came to $104,188 per dealer of those in states where such merchandise is subject to sales-taxes. In the 2015
Numismatic Dealer Directory, there were listed 164 Ohio dealers. Calculating 164 x $104,188 x 6.5% = about $1,110,644 in
annual state sales tax collections. Local sales tax collections may add another $110,000. The number of dealers has almost

certainly declined since the exemption was revoked recently, so that the current industry sales tax collections are likely to
be much lower than in 2015.
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Liberty Coin Service

300 Frandor Avenue Toll Free (800) 933-4720
Lansing, Michigan 48912 Phone (517) 351-4720
Fax (517) 351-3466

Email path@libertycoinservice.com

March 14, 2012

Diane Piret, Legislative Affairs Director
Industry Council for Tangible Assets
PO Box 1365

Severna Park, MD 21146

Dear Ms Piret:

At your request, | document the impact of Michigan’s sales and use tax exemption on the retail sale of precious
metals bullion and rare coins that took effect on July 7, 1999 in terms of this company’s change in state and local
income, sales, and other taxes.

To do this, | have compared our Michigan single business and Michigan business tax, sales tax, and withheld
income tax collections, and the City of Lansing corporate income and withheld income tax collections for the calendar
years 1997 and 2011. I have used the year 1997 as the pre-exemption baseline since the markets of 1998 and 1999
were atypical as a result of Y2K concerns of possible technological calamities on January 1, 2000.

Here is the breakdown of the components making up these numbers.

Category 1997 2011 Change
Total Michigan retail sales 806,770.16 21,697,310.36 +20,890,540.20
+2,589%
Michigan wholesale sales 1,014,534.31  6,370,136.60  +5,355,602.29
+528%
Total Michigan sales 1,821,304.47 28,067,446.96 +26,246,142.49
+1,441%
Out of state sales 4,482,906.89 36,122,826.57 +31,639,919.68
+706%
Total company sales 6,304,211.36 64,190,273.53 +57,886,062.17
+918%
Number of employees/contractors at December 31 7 24 +17
+243%
Total payroll and contractors 251,051.91  2,279,793.00 +2,028,741.09

+809%



Michigan tax impact

1. Sales taxes collected on company sales* 47,130.78 3,298.79 -43,831.99
-93%
2. Sales tax paid on increased payroll spent on taxable 5,799.30 52,663.22 +46,863.92
items (payroll x 38.5% x 6%)** +808%
3. Michigan income tax withheld 9,900.41 91,684.12 81,783.71
+826%
4. Single business tax (1997) and estimated Michigan 2,880.00 60,000.00 57,120.00
Business Tax (2011) +2,160%
Total Michigan Tax Collections 65,710.49 207,646,13 +141,935.64
+216%
City of Lansing tax impact
5. Lansing corporate income tax 0.00 2.100.00 +2,100.00
6. Lansing income tax withheld 1,594.10 17,500.91 +15,906.81
+998%
Total Lansing Tax Collections 1,594.10 19,600.91 18,006.81
+1,130%
Total Michigan and Lansing Tax Collections 67,304.59 227,247.04 +159,942.45
+238%
Other miscellaneous information
Advertising expenditures in Michigan 27,964.00 162,616.83 +134,652.83
+482%

* Unlike most coin dealers who typically do substantial business in merchandise not affected by the sales tax
exemption (such as jewelry, antiques, sports memorabilia, and the like), this company is almost exclusively focused on
the sales of rare coins and precious metals bullion. Although we do not have a breakdown of 1997 sales of
merchandise that was of merchandise not affected by the sales tax exemption (collector currency, hobby supplies,
jewelry), I am confident that these sales have at least doubled. In 1997, our showroom averaged about 90 visitors per
weekday. In 2011, our showroom averaged more than 250 visitors during each weekday.

** This computation uses the Michigan Treasury published research that 38.5% of Michigan payrolls are spent on
items subject to Michigan sales tax.

Actual copies of this company’s 1997 and 2011 Michigan Annual Returns for Sales, Use, and Withholding Taxes,
the Michigan Single Business Tax returns, Michigan Business Tax returns, Lansing corporate income tax returns, and
the Lansing withholding tax annual returns are available upon request.

Thank you for your request. The current rare coins and precious metals sales and use tax exemption represents a
win-win-win situation for Michigan’s economy--businesses, employees, investors and collectors, and the State
Treasury.

Sincerely,
Patrick A. Heller, CPA

President
Liberty Coin Service



Hyatt Coin & Gun Shop

Tel. 704-394-0387 3332 Wilkinson Blvd. Fax: 704-399-3388
Charlotte, NC 28208

November 5, 2018

David Crenshaw, Chief Operating Officer
Industry Council for Tangible Assets

PO Box 237

Dacula, GA 21403

Dear Mr. Crenshaw:

I write in response to your request asking how my business, Hyatt Coin and Gun Shop, Inc., has been impacted by
North Carolina’s adoption of a rare coins, precious metals, and currency sales and use tax exemption that became
effective on July 25, 2017.

We have observed several developments. Among them are:

e Significant growth in purchases by existing in-state retail customers, both in frequency and in size of
transaction.

¢ Significant expansion in the number of new in-state retail customers, which expansion is accelerating as more
residents learn about the exemption.

e Significant growth of in-state retail sales of other merchandise we handle where such sales are still subject to
North Carolina sales tax.

e To handle the surge in sales we have added five full-time and two part-time staff since enactment of this
exemption became apparent. We are planning to soon hire one more full-time employee as our sales continue
growing.

e Significant increase in our local advertising expenditures.

e Because of the growth of our in-state retail sales, we are liquidating less inventory to in-state and out-of-state
wholesalers.

With the increase in sales tax collections on other merchandise we handle that is subject to the tax, the imputed
increase in sales tax (and individual income tax) collections from the additional payroll, and the higher business
activity from our expanded advertising, | project that the North Carolina Treasury is, barely 15 months after adoption
of this sales and use tax exemption, already collecting more total taxes because of this company than it did before the
exemption.

If you have questions or we can be of further assistance, please call me at (704) 394-0387 or email me at
mitch@hyattcoins.com.

Sincerely,

NI Mg

Mitchell Hyatt

Hyatt Coin & Gun Shop, Inc
3332 Wilkinson Blvd
Charlotte, NC 28208
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Event Impact Calculator Detail - 2013 Spring Whitman Coin & Collectibles Expo -
10/28/2014

Event Summary

Key Parameters

Event Name é013 Spring Whitman Coin & Collectibles Start Date 03/11/2013
Xpo
Organization Whitman Coin and Collectibles Conventions End Date 03/17/2013
Overnight Attendees 700 Event Type Tradeshow
Day Attendees 4000
Key Metrics
Business Sales (Direct) $1,607,421 Jobs Supported (Direct) 324
Business Sales (Indirect) $1,458,604 Jobs Supported (Indirect) 167
Business Sales (Total) $3,066,025 Jobs Supported (Total) 491
Local Tax $120,925 Net Direct Local Tax ROI $83,714

Est. Room Nights Generated 2,549

Direct Business Sales Segmentation

Spending By Source
Exhibitor Spending $356,283 Organizer Spending $348,575
Attendees Spending $902,562 Total Event Spending $1,607,421

Business Sales By Source
1,700,000

1,360,000 — —

1,020,000 FESm — it

680,000 & — —

340,000 — —% —

ExhibitorSpending Organizer Spending Visitor Spending Total Event Spending

Source

Business Sales By Category

Industry Attendees Organizer Exhibitor Total
Lodging $370,865 $55,388 * - $426,254
Transportation $128,301 $18,462 * $27,406 $174,170
Food & Beverage $246,821 $36,396 $45,677 $328,894
Retail $97,423 - - $97,423
Recreation $59,150 - - $59,150
Space Rental - $65,440 $18,270 $83,710
Business Services - $172,888 $264,928 $437,816
Totals $902,562 $348,575 $356,283 $1,607,421

* indicates that the calculator's model defaults were used



Business Sales By Category
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Taxes Collected

Direct Indirect/Induced Total
Business Sales $1,607,421 $1,458,604 $3,066,025
Personal Income $543,351 $493,540 $1,036,891
Jobs Supported
Persons 324 167 491
Annual FTEs 15 8 23
Taxes And Assessments
Federal Total $146,010 $132,548 $278,558
State Total $99,103 $59,908 $159,011
Sales $57,220 $21,879 $79,099
Income $25,809 $23,443 $49,252
Bed $0 $0
Other $16,074 $14,586 $30,660
Local Total $83,714 $37,211 $120,925
Sales $0 $0 $0
Income $8,405 $7,635 $16,040
Bed $35,232 $35,232
Per Room Charge $0 $0
Tourism District $0 $0
Property Tax $32,039 $22,283 $54,322
Restaurant $0 $0 $0
Other $8,037 $7,293 $15,330
Event Return On Investment
Direct Return on Investment
Direct Local Tax Receipts $83,714 130,000 5
Local Costs $0 S P

ROI $83,714
Net Present Value $85,480
ROI (%) 0
Total
Local Tax Receipts $120,925 — 4
ROI $120’925 Hosting Costs Local Tax
Net Present Value $123,475

78,000

52,000

26,000




ROI (%) 0

Demand Metrics

Room Nights Sold 2,549
Room Pickup (block only) 765

Peak Room Nights 636

Total Visitor Days 5,804



National Coin & Bullion Association

States Sales Tax Map

States that are exempt from sales/use tax or have some form of exemption from sales/use tax for coins,
currency, or precious-metals bullion. For more information, see Sales-Tax Status by State.

l:l States that have ongoing initiatives to exempt sales/use tax on coins, currency, or precious-metals bullion.
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