BOARD OF Managing Wisconsin’s trust assets for public education

_COMMISSIONERS

A OFPUBLIC LANDS Douglas La Follette, Secretary of State
‘m Matt Adamczyk, State Treasurer

Brad D. Schimel, Attorney General
101 E. Wilson Street 608 266-1370 INFORMATION Jonathan Barry, Executive Secretary
2nd Floor 608 266-0034 LOANS
PO Box 8943 608 267-2787 FAX
Madison, WI 53708-8943 bepl.wisconsin.gov

AGENDA
April 18, 2017
2:00 P.M.

Board of Commissioners of Public Lands
101 E. Wilson Street, 2" Floor
Madison, Wisconsin

Routine Business:
1) Call to Order
2) Approve Minutes — April 4, 2017 (Attachment)
3) Approve Loans (Attachment)
Old Business:
None
New Business:
4) Discuss and Vote on Staff Attendance at WSLCA Summer Conference (Attachment)
Routine Business:
5) Future Agenda Items
6) Executive Secretary’s Report (Attachment)
e BCPL Trust Fund Investment Report — 1% Quarter 2017

e Investment Transaction Report — April 13, 2017

7) Adjourn

AUDIO ACCESS INFORMATION

Toll Free Number: (888) 291-0079
Passcode: 6363690#
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State of Wisconsin Board of Commissioners of Public Lands

BOARD MEETING
APRIL 18, 2017

AGENDA ITEM 2
APPROVE MINUTES

Attached for approval are the minutes from the April 4, 2017, board meeting.
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State of Wisconsin

Board of Commissioners of Public Lands

Board Meeting Minutes
April 4, 2017

Present via teleconference were:

Doug La Follette, Commissioner

Matt Adamczyk, Commissioner

Brad Schimel, Board Chair

Jonathan Barry, Executive Secretary

Tom German, Deputy Secretary

Richard Sneider, Loan Analyst and
Chief Investment Officer

Vicki Halverson, Office Manager

ITEM 1. CALL TO ORDER

Secretary of State

State Treasurer

Attorney General

Board of Commissioners of Public Lands
Board of Commissioners of Public Lands
Board of Commissioners of Public Lands

Board of Commissioners of Public Lands

Board Chair Schimel called the meeting to order at 2:00 pm.

ITEM 2. APPROVE MINUTES - MARCH 22, 2017

MOTION: Commissioner La Follette moved to approve the minutes; Board Chair Schimel seconded the motion.

DISCUSSION: None.
VOTE: The motion passed 3-0.

ITEM 3. APPROVE LOANS

Executive Secretary Barry reported that the loans had been reviewed for proper public purpose.

Municipality Municipal Type Loan Type Loan Amount
1. Leon Town General Obligation $300,000.00
Waushara County Rate: 3.50%
Application #: 02017161 Term: 7 years
Purpose: Finance dam repair
2. Pleasant Springs Town General Obligation $200,000.00
Dane County Rate: 3.00%
Application #: 02017162 Term: 1 year
Purpose: Finance road repairs
TOTAL $500,000.00

MOTION: Board Chair Schimel moved to approve the loans; Commissioner La Follette seconded the motion.

DISCUSSION: None.

VOTE: The motion passed 2-1. Commissioner La Follette and Board Chair Schimel voted aye; Commissioner

Adamczyk voted no.
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Minutes
April 4, 2017
Page 2 of 2 Board of Commissioners of Public Lands

ITEM 4. FUTURE AGENDA ITEMS

Board Chair Schimel asked that a discussion and possible vote on staff attending the Western States Land
Commissioners Association’s summer conference be included on the April 18 meeting agenda. He added that it
will be held in Alaska and asked that staff provide an estimate of the expenses.

Board Chair Schimel reported that a potential land purchase was in progress and asked that it also be added to the
next agenda. Executive Secretary Barry said more time was needed to gather and prepare the necessary
information. Board Chair Schimel said the item should be included on a future agenda once the materials are
ready.

ITEM5. EXECUTIVE SECRETARY’S REPORT

Executive Secretary Barry reported that the yield on bonds is rising and are consistently above 3.5%. Since the
last report, staff sold nearly $24 million in bonds. The portfolio realized long-term capital gains of $2.24 million
from the sales, which increased the average annual return to 6.55% during their investment holding period. He
recognized Tom German and Richard Sneider for their diligence in watching the market and purchasing and
selling bonds at the most opportune time.

ITEM 6. ADJOURN

MOTION: Board Chair Schimel moved to adjourn the meeting; Commissioner Adamczyk seconded the motion.

The meeting adjourned at approximately 2:10 p.m.

Nt 20

onathan B. Barry, Executive Secretary

These minutes have been prepared from a recordi the meeting. The summarieskave nof been transcribed verbatim.
Link to audio recording: ftp://doaftp1380.wi.gov/doadocs/BCPL/2017-04-04 BCPL-B tgRecording.mp3
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State of Wisconsin

Board of Commissioners of Public Lands

BOARD MEETING

APRIL 18, 2017

AGENDA ITEM 3
APPROVE LOANS

Municipality Municipal Type Loan Type Loan Amount
1. Beaver Dam City General Obligation $1,000,000.00
Dodge County Rate: 3.50%
Application #: 02017173 Term: 10 years
Purpose: Finance TID development incentive
2. Bloomfield Village General Obligation $68,493.30
Walworth County Rate: 3.50%
Application #: 02017165 Term: 10 years
Purpose: Refinance BCPL loan #2015068.02
3. Bloomfield Village General Obligation $38,769.27
Walworth County Rate: 3.50%
Application #: 02017166 Term: 10 years
Purpose: Refinance BCPL loan #2016113.01
4. Bloomfield Village General Obligation $540,000.00
Walworth County Rate: 3.50%
Application #: 02017167 Term: 10 years
Purpose: Refinance BCPL loan #2017074.01
5. Bloomfield Village General Obligation $200,000.00
Walworth County Rate: 3.50%
Application #: 02017168 Term: 10 years
Purpose: Refinance BCPL loan #2017102.01
6. Bloomfield Village General Obligation $635,000.00
Walworth County Rate: 3.50%
Application #: 02017169 Term: 10 years
Purpose: Finance 2017 budget shortfall
7. Bloomfield Village General Obligation $260,000.00
Walworth County Rate: 3.00%
Application #: 02017170 Term: 10 years
Purpose: Finance 2017 capital budget
8. Dunkirk Town General Obligation $200,000.00
Dane County Rate: 3.00%
Application #: 02017177 Term: 2 years
Purpose: Purchase patrol truck, road equipment and finance road repairs
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Board of Commissioners of Public Lands
Board Meeting — April 18, 2017
Agenda Item 3 — Approve Loans

Page 2
Municipality Municipal Type Loan Type Loan Amount
9. Kenosha Unified School General Obligation $16,355,000.00
Kenosha County Rate: 3.50%
Application #: 02017174 Term: 10 years
Purpose: Finance energy efficiency projects
10. Longwood Town General Obligation $152,000.00
Clark County Rate: 3.00%
Application #: 02017171 Term: 5 years
Purpose: Purchase road grader
11. Martell Town General Obligation $450,000.00
Pierce County Rate: 4.00%
Application #: 02017163 Term: 15 years
Purpose: Construct municipal shop building
12.  Onalaska Town General Obligation $220,000.00
La Crosse County Rate: 3.50%
Application #: 02017176 Term: 10 years
Purpose: Purchase refuse and recycle carts
13. Owen City General Obligation $680,000.00
Clark County Rate: 3.00%
Application #: 02017172 Term: 5 years
Purpose: Finance TID #4 projects
14.  Plum Lake Town General Obligation $150,000.00
Vilas County Rate: 3.00%
Application #: 02017175 Term: 5 years
Purpose: Purchase ambulance
15. Racine School General Obligation $6,750,000.00
Racine County Rate: 3.50%
Application #: 02017164 Term: 10 years
Purpose: Purchase and remodel building
TOTAL $27,699,262.57
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State of Wisconsin Board of Commissioners of Public Lands

BOARD MEETING
APRIL 18, 2017

AGENDA ITEM 4
DISCUSS AND VOTE ON STAFF ATTENDING
WSLCA SUMMER CONFERENCE IN ANCHORAGE, AK

The cost for staff to attend the conference is estimated to be $2,350 per person, which includes
the conference registration fee, airfare, ground transportation, meals, lodging, and other minor
incidentals.
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State of Wisconsin Board of Commissioners of Public Lands

BOARD MEETING
APRIL 18, 2017

AGENDA ITEM 6
EXECUTIVE SECRETARY’S REPORT

Attached for review are the following reports:

e BCPL Trust Fund Investment Report — 1st Quarter 2017
e Investment Transaction Report — April 13, 2017
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BOARD OF Managing Wisconsin’s trust assets for public education

COMMISSIONERS
.-;;:f OF PUBL]C l A NDS Douglas La Follcttlc, Sclc.‘lrefmy of State
Matt Adamczyk, State Treasurer

Brad D. Schimel, Attorney General

101 E. Wilson Street 608 266-1370 INFORMATION Jonathan Barry, Executive Secretary
2nd Floor 608 266-0034 LOANS

PO Box 8943 608 267-2787 FAX

Madison, WI 53708-8943 bepl.wisconsin.gov

BCPL Trust Fund Investment Management
Investment Report - First Quarter 2017

Executive Summary

BCPL investment performance continues to exceed benchmark returns. Risk-adjusted returns in the BCPL-
managed portfolios had a yield 0.57% greater than our benchmark. This difference in yield means that
beneficiaries earned $1.5 million more during the fourth quarter than would have been generated by an
investment in the benchmark portfolio.

The above performance measure does not include $4.425 million in capital gains realized through bond sales
during the first quarter of 2017. These transactions had the immediate impact of reducing portfolio risk by
converting ‘paper gains’ into cash, increasing the 2018 distribution to beneficiaries, and providing the initial
funding of the CSF smoothing account in accordance with the Investment Policy Statement.

The BCPL Investment Committee continues to formulate plans for the methodical purchase of equity ETFs
beginning in the near-term.

Q1 Investment Highlights and Outlook

Staff believed that following the November election, longer-term interest rates moved to levels higher than
expected given current economic conditions. Staff proceeded to heavily invest in bonds when interest rates
reached the upper levels of the new trading range. Conversely, when interest rates dropped back down, staff sold
individual bonds to realize significant capital gains. This execution of the age-old strategy of ‘buy low and sell
high’ has worked quite well, with staff able to take advantage of anticipated market volatility. During this period,
staff has been much more active buying than selling, and the total bond portfolio has increased by almost $100
million since Election Day.

Loan demand remains very strong and relative yields on the loan portfolio continue to outperform investment
alternatives. BCPL has received $184 million in loan applications during the first nine months of FY17, an
increase of 50% over last year and double the average from 2012-2016.

Cash levels have remained stubbornly high at $137 million, primarily due to $101 million in loan principal
payments received during the first quarter. This liquidity provides the benefit of strengthening our ability to fund
strong loan demand while also taking steps to diversify the portfolio in 2017. However, even though short-term
returns at 0.75% have improved significantly over the past few months, investing excess reserves in longer-term
investments will improve our ability to increase future distributions to Trust Fund beneficiaries.

Summary and Benchmark Comparison

The overall expected yield of funds managed by BCPL was 3.30% at the end of third quarter, a slight increase
from the prior quarter. This expected yield does not include $4.425 million in capital gains realized through
bond sales during the first quarter of 2017.

The best measure for comparing investment performance against our benchmark is the SEC yield, which provides a
standard methodology that is available for the mutual funds and bond indices that comprise our custom benchmark.
The risk-adjusted yield of BCPL-managed portfolios remains an impressive 0.57% greater than benchmark returns.
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BOARD OF Managing Wisconsin’s trust assets for public education

COMMISSIONERS
i \OFPUBLIC LANDS Douglas La Follette, Secretary of State
] .. Matt Adamczyk, State Treasurer

i Brad D. Schimel, Attorney General
101 E. Wilson Street 608 266-1370 INFORMATION Jonathan Barry, Executive Secretary
2nd Floor 608 266-0034 LOANS
PO Box 8943 608 267-2787 FAX
Madison, WI 53708-8943 bepl.wisconsin.gov

Investment Transaction Report
April 13, 2017
Bond Purchases

Credit Trade Par Price Call Yield Maturity Yield to
Rating Date Value Paid Coupon Date to Call Date Maturity
Issuer
FFCB Aaa 04/11 $10,000,000 $10,000,000 3.69% 04/20/18 3.69% 04/20/37 3.69%
FFCB Aaa 04/12 $1,350,000 $1,352,025 3.54% 06/27/17 2.80% 06/27/29 3.53%
$11,350,000

Bond Sales

Since the last report, staff has sold bonds with total par value of $11.3 million and realized long-term capital
gains of about $950,000 from these sales. The profit earned on these transactions increased the average
annual return during the investment holding period to 6.0%.

To date in 2017, BCPL has earned $5.4 million in long-term capital gains from the sale of $60.7 million (par value)

in bonds. As provided in the IPS, 25% of total gains will be distributed to Trust Fund beneficiaries with 75%
retained in the CSF smoothing fund.

Current Holdings

Combined Trust Fund Bond Portfolios

Investment Type 4/13/17 3/30/17
State of Wisconsin Bonds $171,036,062 $177,385,994
Wisconsin Municipal Bonds $201,530,122 $225,805,398
Agency Bonds $128,859,910 $126,172,977
Total Bond Investments (at cost)* $501,426,094 $529,364,369
(at market value) $514,894,064 $540,210,666
Unrealized Gains $13,467,970 $10,813,496
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