State of Wisconsin Board of Commissioners of Public Lands

Board Meeting
Minutes
September 1%, 2020

Present were:

Sarah Godlewski, Board Chair State Treasurer

Josh Kaul, Commissioner Attorney General

Doug LaFollette, Commissioner Secretary of State

Tom German, Executive Secretary Board of Commissioners of Public Lands
Jim DiUlio, Deputy Secretary Board of Commissioners of Public Lands
Richard Sneider, Chief Investment Officer Board of Commissioners of Public Lands
Mike Krueger, IT Manager Board of Commissioners of Public Lands
Denise Nechvatal, Senior Accountant Board of Commissioners of Public Lands
Thuy Nguyen, Office Manager Board of Commissioners of Public Lands
Julie Benkoske, Chief of Staff State Treasurer

ITEM1. CALLTO ORDER

Board Chair Godlewski called the meeting to order at 2:02 p.m.

ITEM 2. APPROVE MINUTES - August 18, 2020.
MOTION: Commissioner LaFollette moved to approve the minutes; Commissioner Kaul seconded the motion.

DISCUSSION: Board Chair Godlewski asked Executive Secretary German about loans to tribes. Is it something to
consider taking legislative action at some point to include tribes in the list of entities BCPL lends to? She shared that she
understands that in many cases tribes are exempt from State and Federal taxes, but they do levy their own taxes. Is it
worthwhile?

Executive Secretary German explains that most of the borrowers that are specified in the statute have either the power to
levy a tax or an assessment. Tribes have their own system of doing that but because it lies outside of the normal State
procedures, it’s a different situation. Tribes have sovereign immunity, so if they chose not to repay their loan, would
BCPL have to take action in a tribal court as opposed to a State court? In Menominee County the Menominee tribe’s
reservation includes the entire county and the tribe operates the technical college, which is authorized to borrow. It may
be possible to structure it in a way that works. There is not a simple solution. It would take a lot to get that point.

VOTE: The motion passed 3-0.

ITEM 3. APPROVE LOANS
MOTION: Commissioner LaFollette moved to approve the loans; Board Chair Godlewski seconded the motion.

DISCUSSION: Commissioner LaFollette commented about the City of Tomahawk spending half a million dollars on a



bike trail. He asked about loan #15, Village of Fall Creek spending money on residential development. How is the
village involved in private residential development?

Mr. Sneider replied that economic improvement is an approved loan purpose for municipalities. The village is buying an
adjacent farm. It intends to parcel off the farmhouse and a small plot and sell that parcel separately and then enter into a
development agreement with a developer. The village will market the property to several different developers so it can
maintain control of that residential development. Mark Eppli, the advisor to the investment committee, recently
conducted a study (the study did not have any direct ties to this loan) about the lack of available developable lots in
municipalities has a direct impact on affordable housing within the State. BCPL views this as the municipalities taking
control of the situation and to move these projects forward while still maintaining control. There was an issue in the past
in Fall Creek where a developer made a proposal and did not follow through with all the promises they made.

Commissioner LaFollette asked if the village would own the lot and a private citizen would build a home on the village
property.

Mr. Sneider explained he believed the village’s intention is to sell the entire parcel to a developer who will subdivide the
parcel and develop it into residential lots. The village will retain control over that process.

Commissioner LaFollette commented that this is a unique situation.

Mr. Sneider agreed that it is a unique situation and BCPL may see more of this in the future. Mr. Sneider added that the
Fall Creek loan deserved special mention and the remaining loans are standard.

Commissioner LaFollette thanked Mr. Sneider for the information.
VOTE: The motion passed 3-0.

The Board of Commissioners of Public Lands (BCPL) unanimously approved $3,384,091.17 in
State Trust Fund Loans to support 16 community projects in Wisconsin.

Town of Butler / Clark County / Finance purchase of grader / $179,500.00

Village of Suring / Oconto County / Finance SCADA system upgrade and roadwork / $204,000.00

Town of Brooklyn / Green County / Finance purchase of patrol/plow vehicle / $165,000.00

Village of Woodville / St Croix County / Finance street and sewer projects and equipment purchases /
$447,000.00

5. Town of Rock EIm / Pierce County / Finance purchase of land and building for fire department / $110,000.00
6. Town of Rock EIm / Pierce County / Refinance BCPL Loan #2019113 / $64,920.17

7. Village of Whiting / Portage County / Finance roadwork / $80,000.00

8. City of Brillion / Calumet County / Finance purchase of street equipment / $57,190.00

9. City of Brillion / Calumet County / Finance roadwork / $321,481.00

10. Town of Conover / Vilas County / Finance Rummels Road bridge project / $100,000.00

11. Town of Conover / Vilas County / Finance Buckatabon dam bridge project / $160,000.00

12. Town of Conover / Vilas County / Finance Park Pavilion Project / $125,000.00

13. Legend Lake Pro & Rehab District / Menominee County / Finance storage building / $150,000.00

14. City of Tomahawk / Lincoln County / Finance bike trail project / $500,000.00

15. Village of Fall Creek / Eau Claire County / Finance land purchase for residential development / $650,000.00
16. Town of Jackson / Burnett County / Finance purchase of tractor/mower / $70,000.00

PR



ITEM 4. OLD BUSINESS - NONE

ITEM5. NEW BUSINESS - Conservation Easement on Mineral Estate

Board Chair Godlewski introduced the new business of authorizing a permanent conservation easement to a piece of land
owned by BCPL.

Executive Secretary German commented that this is very novel. In 172 years, he does not believe that BCPL has ever
sold a conservation easement against its reserved mineral estate. In 1909 a law got passed that required the reservation of
mineral rights and water power rights. BCPL has been reserving those rights over the last 100 and some years and BCPL
now has over 200,000 acres but these reserved rights have never produced any money for the trust fund. When BCPL was
contacted by a cranberry bog owner about the possibility that BCPL would just waive those rights, he began thinking
about ways the agency could do something that would work for everyone, generate money for the trust fund, allow the
cranberry bog owner to be able to move forward with his plans to establish something that would qualify him to join a
wetland mitigation bank and protect the environment. After some research, Executive Secretary German concluded that
BCPL could sell a conservation easement against our mineral estate. He prepared the memo, ran it by BCPL’s Assistant
AG and they concurred with his conclusion.

Executive Secretary German shared that the difficult part is trying to figure out what it’s worth. It appears that there are
no easily extractable minerals there and while the surface owner was hoping that BCPL would give those rights up for
nothing, he realized that those rights have a value. He was unable to find any comps in Wisconsin. He then reached out
to the Western States Land Commission to see if any other states had encountered this situation and he discovered that
some of the areas out West have similar situations. The land is not swampland, but they use the land for wind power or
solar power and to do those projects they also have to have the mineral estates. Out West those rights sell for somewhere
between $50 to $100 per acre. This is the best comparable he could find.

The surface owner offered to pay $100/acre if BCPL were to sign the conservation easement granting that easement to the
Department of Natural Resources (DNR). The DNR is good with it and therefore, it is being brought to the Board today
with the recommendation that BCPL do this. Executive Secretary German does not believe this is going to be a one time
thing. There will be more opportunities to do this.

Commission LaFollette asked about the resolution. He asked how many acres are involved.

Executive Secretary German replied that they are looking at doing this in phases. The first phase is roughly 40 acres, the
second phase is roughly 80 acres and he is unsure if there are additional plans after the second phase.

Commissioner LaFollette asked for clarification that it was about 120 acres that they want to start with.

Executive Secretary German replied yes.

Commissioner LaFollette then asked what the cost would come to. $12,000?

Board Chair Godlewski asked about whether the payment was annual or a one time payment.

Executive Secretary German replied yes, the payment is one time and the payment would be $12,000.

Commissioner LaFollette commented that $12,000 is not a lot of money but as Executive Secretary German explained the
agency is getting paid for something that has sat there for over 100 years and doing this will protect it. He believes it to

be a fine project. He shared that asking for more money, such as $1,000 per acre, would likely be rejected so $100 per
acre seems like a good compromise.



Executive Secretary German agreed with Commissioner LaFollette. He added that if we start with the evaluation of
swampland in Wisconsin, generally that carries a value between $300 to $550 an acre. Therefore, getting $100 per acre to
join in on a conservation easement for the mineral estate is a very good value for the trust fund. He wishes it were a
bigger transaction worth more money, but it’s reasonable for the circumstance. He believes it creates a pathway BCPL to
do this again in the future.

MOTION: Commissioner LaFollette moved to approve the resolution; Commissioner Kaul seconded the motion.

DISCUSSION: Board Chair Godlewski asked about the way the resolution is drafted the language about it being a
permanent easement. Will the 120 acres still be a part of BCPL on its books or not any longer?

Executive Secretary German explained that those acres will still be under BCPL’s holding under its mineral estate, but
those holdings will be encumbered.

Commissioner LaFollette added that that means if someone find uranium, they can’t dig for it.

Executive Secretary German explained no one can dig for minerals because BCPL has promised as the owners of the
mineral rights that BCPL will not dig for it.

Mr. Sneider asked if the money goes into the corpus of the fund.

Executive Secretary German replied that he believes it would go into the corpus of the fund because it is a sale of a bundle
of rights of that property. It is not like crops or trees that grow back. Once it is granted it’s permanent.

Commissioner LaFollette asked about the $100 per acre. It is justified because it is swampland and low value. What
would happen if the owner of a piece of property BCPL sold to them in the past decided they wanted to do this but it was
on really good forest land or developed property and the development was sitting on the property with our mineral rights
underneath the property. At that point would the value be much more than $100 per acre?

Executive Secretary German replied that he believes it would be a different valuation at that point, but he does not know
exactly what that valuation would be. He explained that when he approached the valuation this time he was looking at
comparable other lands that did not contain mineral and that the surface lands did not have much value. He added that
what Commissioner LaFollette is describing is a situation where if the surface land has significant value. Executive
Secretary German would need to look for comparables different again.

Commissioner LaFollette stated that he assumes it would be more. He commented that there are thousand of acres out
there. What if BCPL contacted all the owners of the land and told them that the agency has decided that it wishes to deal
with mineral rights and those mineral rights would be available to Exxon or British Petroleum, or whomever would like
them. But before they are sold to a corporation, let the owners know that BCPL would like to offer them the option of a
permanent easement, if they wish to buy that on their property.

Executive Secretary German replied that the question Commissioner LaFollette is posing has a couple different pieces to
it. When Executive Secretary German approached the situation this time, he approached it from a couple different angles.
How can the agency obtain some value for its mineral rights? There are three main avenues to choose from: 1. Sell those
rights; 2. Waive the rights; and 3. Sell a conservation easement. He was most comfortable after analysis with the sale of a
conservation easement. He shared that he had not confirmed that BCPL had the power to do the other two options. That
is why he is presenting the conservation easement. If BCPL is offering something to the surface owner, the first thing the
surface owner would generally ask is, “Can you just sell me the rights?” He agreed that the idea of looking through the
agency’s portfolio of mineral rights and looking for other opportunities to sell conservation easements is a very good idea,
but he would like to do it in a more targeted way. He shared that Gathering Waters or another group is spearheading an



effort to develop conservation easements on those watersheds. BCPL serves at the pleasure of the Board, if the Board
wishes the agency to contact all owners, it could do that.

Commissioner LaFollette commented that he thought it might be a source of a lot of money. He asked if on the thousands
of acres the agency has sold are there any developments on those lands. He believes the owners of the lands would not be
happy if the mineral rights got into the hands of someone else. The owners might be quite excited about having a
permanent easement to protect their property from any disruption.

Board Chair Godlewski commented that she brought up this in the spring with Jonathan Barry and Executive Secretary
German. This is something that the western states do a lot of with mineral rights and put the revenue stream into their
school fund. The conversation back then was that it is a lot of work and potentially a very low return. Knowing that the
agency has minimal capacity, looking at the Trust Fund Loan Program, investment management and the land is where the
conversation left off. She asked Executive Secretary German if his thoughts had changed on conversation that took place
in the spring.

Executive Secretary German responded that his thoughts are the same. It is an interesting possibility, but it does require
some heavy lifting. He reiterated that a targeted approach could yield some more results but a comprehensive approach at
this time would not be a wise use of the agency’s resources.

Commissioner LaFollette commented that at some point when it is possible, he would like an inventory of the land. What
type of land is it and is there anything on the land? He agrees that would take some research and it can be put on hold for
now.

Board Chair Godlewski added that when she talked about the goals and priorities at the last meeting, under the Land
goals, there was priority regarding land inventory. That is something to look at and come back to.

VOTE: The motion to approve the resolution passed 3-0.

ITEM 6. CHIEF INVESTMENT OFFICER’S REPORT

Mr. Sneider commented that BCPL is making progress working on the portfolio management software to improve
reporting capabilities to the investment committee and the Board. Currently, the agency is making sure that all value data
for LP investments is properly entered. That date must be done manually for investments that do not have published
prices that can be downloaded into the system. BCPL is also determining the calendar and content of different reports that
detail the status and performance of investments. Hopefully, over the next few months the Board can see some results
from that work.

Also, because of the potential impact of COVID, the investment committee entered the process of moving forward on
formalizing and funding $80 million in open ended commitments in real estate funds. That suspension is coming to an
end and the investment committee will be discussing over the next few weeks whether that timing has improved. There
are two issues. 1. Has the real estate market changed so much that BCPL needs to consider the specific funds selected? 2.
Do the prices of the real estate owned by these funds reflects the new environment? Overall, the investment committee
did well on selecting property types that it believes will perform well moving forward, strong tilts toward industrial
properties. It has been prudent to suspend these investments to get a better understanding of the long term effects of
COVID on these markets. There is also an opportunity cost in the lost income for holding cash that now pays close to 0%
interest.

BCPL is considering a fund that is debt secured by infrastructure projects. These projects are well seasoned projects with
stable cash flow so that the debt is considered very safe and the fund has the targeted return of 7% distributable income.
The Board will be kept well informed about the progress of these investments.



ITEM 7. EXECUTIVE SECRETARY’S REPORT

Executive Secretary German shared this is the first meeting with new Deputy Secretary Jim DiUlio. BCPL welcomes Jim
and is glad he is with us. BCPL is working on its biennial budget request which is due in a couple weeks. For the most
part the BCPL budget request tends to be straight forward and simplified but we are looking at a couple of new wrinkles
this time around. BCPL may be the only agency that does not have a gifts and grants line appropriation. There is no
separate line to spend money that people grant or give to us. That does not cost the State any tax dollars it just allows
BCPL to spend gifts or grants that are given to the agency. BCPL is looking at a separate appropriation for PILT on lands
that BCPL has acquired through land banking or exchanges, BCPL steps into the shoes of the prior owner. If the prior
owner were paying X dollars in property taxes, BCPL would pay X dollars of PILT. When BCPL first started land
banking, that number was zero because the agency had no prior obligations but over time that number has grown and if
the exchange with the Forest Service is able to be completed BCPL’s annual PILT obligation would be roughly $25,000.
PILT is really a form of shared revenue that goes to the local community as opposed to an agency expense it should be
accounted for that way and should be appropriated for that way. BCPL is looking at asking for a separate appropriation
for that.

BCPL is looking at asking for a reinstatement if Knowles Nelson Stewardship earmark for DNR acquisition of BCPL’s
school trust lands. When the agency started land banking back in 2006, that earmark which was approved unanimously
by both houses of the legislature at $2 million a year. It helped the DNR make great strides in acquiring BCPL property
that it deemed important and a priority. When the law changed, the acquisitions by the DNR stopped cold, so BCPL is
looking at asking for a reinstatement of an earmark but at a lower level than before.

BCPL is looking at considering reviewing the change that moved us from program revenue to GPR. BCPL is considering
moving back to program revenue. That would give the agency a little more breathing room in terms of its ability to spend
the necessary resources it needs to be able to manage the resources and assets for the trust beneficiaries. The Board will
be kept informed as to when the agency submits its budget approval.

Commissioner LaFollette asked who the motivators were of that change from program revenue to GPR. Was it the
Walker administration? Who pushed for that?

Executive Secretary German replied that Senator Stroebel was one of the sponsors.
Commissioner LaFollette asked if BCPL has any idea if the senator would object to the change.
Executive Secretary German shared that he tries not to assign intensions to individuals.

Commissioner LaFollette withdrew his question. He asked if there is some chance that the legislature might go along
with it at this point.

Executive Secretary German explained that BCPL is in a tighter budget environment than when the change occurred.
Whatever the intention was last time, the priorities have moved on both sides of the aisle. It would be more warmly
considered than it was before.

Executive Secretary German added as noted previously there are more potential submerged land leases working their way
through the process. He expects there to be another submerged land lease on the agenda for the next Board meeting.

The DNR is creating a new deer stakeholder committee in the hopes of developing recommendations that address
concerns in areas of conflict between snowmobiling, forestry, agricultural communities...and some of BCPL School Trust
Lands are significantly negatively impacted by deer browsing. It is great to have a seat at the table to discuss these
matters. John Schwarzmann, BCPL Lake Tomahawk forestry supervisor will represent BCPL at these committee
meetings.



ITEM 8. BOARD CHAIR’S REPORT

Board Chair Godlewski shared that BCPL has been invited to participate in the Broadband Taskforce. The governor is
looking at how we can improve broadband, especially in rural parts of the State and we have been asked to be a part of
those conversations and thinking through things creatively. What would BCPL’s role look like?

Board Chair Godlewski also shared that there is a potential opportunity in Wisconsin. The investment committee recently
met with a fund that is looking at workforce housing investments in the State. Wisconsin has one of the most challenging
workforce housing situations. Vacancies are incredibly low. A lot of the housing stock has not been improved since the
*90s. Housing stock has not kept up with population growth. The situation is deterring businesses and their
considerations in moving to places across the State. BCPL is looking at something that could be very interesting. An
example of workforce housing opportunities is in Marinette County. The Navy has just partnered with Marinette Marine
which would bring over a thousand jobs to Marinette County. This is a 10 to 20 year agreement for $5.6 billion, which
would be critical economic development money for that part of the State. Because of the limited workforce housing
available in the area there is no place for new employees to live. As BCPL is doing its due diligence with its investment
opportunities, the investment committee will keep the Board posted on this deal.

ITEM9. FUTURE AGENDA ITEMS

None

ITEM 10. ADJOURN

Commissioner LaFollette moved to adjourn the meeting; Commissioner Kaul seconded the motion.
The motion passed 3-0; the meeting adjourned at 2:38 p.m.

Dol

Thomas P. German, Exegutive Secretar;\

Linktoaudiorecording:
https://bcpl.wisconsin.gov/Shared Documents/Board Meeting Docs/2020/2020-09-01 BoardMtgRecording.mp3
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