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C. L. "Butch" Otter, Governor and President of the Board
Ben Ysursa, Secretary of State

Lawrence G. Wasden, Attorney General

Brandon D. Woolf, State Controller

Tom Luna, Superintendent of Public Instruction

Tom Schultz, Secretary to the Board

Final Minutes
State Board of Land Commissioners’ Regular Meeting
August 20, 2013

The regular meeting of the Idaho State Board of Land Commissioners was held on Tuesday,
August 20, 2013 in the State Capitol Lincoln Auditorium (Room WWO02) at 700 West Jefferson, Boise,
Idaho. The meeting began at 9:01 a.m. The Honorable Governor C. L. "Butch" Otter presided. The
following members were present:

Honorable Secretary of State Ben Ysursa (via teleconference)
Honorable Attorney General Lawrence Wasden (via teleconference)
Honorable State Controller Brandon Woolf

Honorable Superintendent of Public Instruction Tom Luna

For the record, Governor Otter recognized the presence of all Board members, with Secretary of
State Ysursa and Attorney General Wasden joining the meeting via conference phone.

1. Director’s Report

Interest Rate on Department Transactions — August 2013

Timber Sale Activity and Information Report — July 2013

Division of Lands and Waterways Activity and Information Report — July 2013
Legal Matter Summary —July 2013

Fire Season Report — July 2013

moo®>

DISCUSSION: Director Schultz advised that the interest rate on Department transactions is 4.25%
for the month of August.

Reporting on timber sale activity, Director Schultz stated the Department had seventeen (17)
timber sales in July with an average upbid of 99% over the advertised value; still doing very well
with timber sales. The volume under contract is close to 476 MMBF with a value just over
$107 million. Director Schultz noted harvest receipts to date for fiscal year 2014 total nearly $6.5
million, which is a record amount for July looking at the last ten (10) years. Market trends show
timber prices were up the first half of this year and overall have ticked down from July into August.
As the housing market goes, so tends to go the lumber market and stumpage prices. Housing
starts started to slip in the month of June and there is some estimate that the economy has lost
significant momentum in the second quarter. Director Schultz commented the Department has
reached almost 50% of its target in sawlogs (120 MMBF) and 30% of target for cedar pole sales for
fiscal year 2014 timber sales.
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Director Schultz pointed out most transaction activity on the Lands and Waterways report was oil
and gas assignments of leases, but mentioned the Department had both an office/retail lease and
a commercial lease in the Garro building, the first a renewal with Kestrel West and the second a
new lease to Guru Donuts. Director Schultz indicated a complimentary sampling was provided at
this morning's meeting courtesy of Guru Donuts. Director Schultz also noted four residential
assignments at Priest Lake: R1020 was a sale with an improvement value estimated about
$105,000; R1029 was a family transfer so there was not a value assigned; R1136, the value for that
improvement was approximately $160,000; and R1337 the estimated value of that improvement
was $90,000.

State Forester Groeschl reviewed the Fire Season Report and provided an additional update on
current conditions. Originally there were four fires in the Department's protection area that
required Incident Management teams; yesterday broke two additional fires, one in Craigmont, the
Triumph Lane (aka Culdesac) fire. The Department has a Type 3 team on that fire today. One
primary residence and four outbuildings have been lost in that fire so far; the fire is estimated at
800 acres. There is also a Type 2 team on CPTPA protection, the Incendiary Fire; that team was in-
briefed last night, they assume the fire today. That is Lolo Creek; there are no structures currently
threatened but if it jumps Lolo Creek there may be some structures threatened. Mr. Groeschl
noted that right around August 10th is usually when the Department sees the greatest fire activity;
it is a very active fire season and there is still quite a bit ahead.

Mr. Groeschl commented on several large fires in southern Idaho not on Department protection
areas: on Beaver Creek fire the Department has approximately 20 personnel assisting, with 2 line
officers that are ensuring that the state's objectives are being met. Mr. Groeschl stated he spoke
with one line officer this morning, who reported there has not been a lot of activity over the last
couple of days. Some of the evacuation orders around Ketchum are being lifted and some
residents are being allowed to return. The Beaver Creek fire has also been split between two
Incident Commands. Governor Otter noted that he visited the Incident Command Post at Hailey
and asked where the other post was located. Mr. Groeschl stated that Beth Lund is Incident
Commander at the Hailey post and John Kidd is Incident Commander at the second post, which
location Mr. Groeschl did not know, but indicated he would find out and provide that information
to the Board. Mr. Groeschl also reported as of this morning, there is an estimated 1,850
firefighters on the Beaver Creek fire it has over 104,000 acres burned.

Mr. Groeschl stated the Department has line officers and personnel assisting on the Elk Complex
fire as well. That fire is approximately 130,000 acres in size. The Department has two CPTPA
crews, a Department of Correction crew, one Type 6 engine and three additional personnel on that
fire as well. The Department's line officers are directly involved in working with our federal
partners. Mr. Groeschl commented that this fire is significant from the standpoint that it burned
one of the Department's larger management units, the Prairie Management Unit block, which is
Public School endowment; it was about 5,500 — 6,000 acres of timber. Mr. Groeschl noted in
conclusion that the Department has been actively engaged with our federal partners providing line
officers on all the major fires down here.

Governor Otter mentioned part of the Elk fire was Falls Creek; 95% of the structures in there were
lost and also quite a bit of livestock was lost on Prairie and in Falls Creek. Over 100 head of sheep
in Falls Creek and about 100 head of cattle in the Elk fire. Governor Otter asked if the Department
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has notified Fish and Game about those carcasses out there. Mr. Groeschl advised he would
follow up on that matter. Governor Otter commented it would be helpful that Fish and Game
knows where those locations are due to scavengers and potential disease problems that may
occur.

Governor Otter also recommended that the Department ought to have a plan to execute salvage
as quickly as possible on endowment acreage. Mr. Groeschl responded that he will be providing
the Board with an update when the Burnt Grade timber sale contract modification item is
discussed, as well as the Department's planned salvage operations.

CONSENT

Timber Sales for Approval — Staffed by Eric Besaw, Regional Operations Chief-North, and Kurt Houston,
Regional Operations Chief-South

NORTH OPERATIONS COUNTY AREA OFFICE

A. Bodenstein Ton CR-20-0308 13,826 TON Bonner Pend Oreille (Sandpoint)
B. Burma Seconds CR-30-0591 3,840 MBF Clearwater St. Joe (St. Maries)

C. EastElk CR-30-0609 7,385 MBF Shoshone St. Joe (St. Maries)

D. Spring Smith CR-31-0025 2,615 MBF Shoshone Mica (Coeur d'Alene)
SOUTH OPERATIONS COUNTY AREA OFFICE

E. West Baldy Bear CR-40-1101 6,345 MBF Clearwater Clearwater (Orofino)

F. North Shanghai CR-40-1141 2,675 MBF Clearwater Clearwater (Orofino)

G. Upper Suttler Ton CR-42-5064 33,902 TON Idaho Maggie Creek (Kamiah)

DISCUSSION: Governor Otter noted that most timber sales have development costs, which he
understands is influenced by terrain, geography, geology, etc., and asked if the Department has a
minimum and maximum deduction amount for development costs. Director Schultz replied the
Department has a maximum of 50% of the value of the sale, but no minimum. Theoretically there
will probably always be some road maintenance costs going into a sale and putting Best
Management Practices in place, but no more than 50% of the value of the sale. Governor Otter
then asked if the Department allows for recovery, for instance a new road is built that needs to be
removed once the sale is complete and natural habitat reestablished; does the purchaser pay for
that as well. State Forester Groeschl responded that the development package identifies what
segments of the roads are permanent, what portions are just maintenance or reconstruction,
what's new construction and whether or not that new construction is permanent or temporary. If
it is temporary, that development package estimate also includes the removal of that road and
rehabilitation to natural state.

Auction Results for Cropland Lease C800029 — Staffed by Diane French, Program Manager [Interim]-
Grazing, Ag, Conservation

DEPARTMENT RECOMMENDATION: Direct the Department to award lease C800029 to Perry
Ward, the high bidder at the lease conflict auction.

DISCUSSION: Governor Otter asked if this is dry land; Director Schultz replied that it is.
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4. Request Approval to Dispose of Fish and Game Surplus Property-Lawman Ranch Site — Staffed by
Kevin Graham, Right of Way Agent-South, and Greg Servheen and Steve Elam, Idaho Department of Fish and
Game

DEPARTMENT RECOMMENDATION: Direct the Idaho Department of Lands to complete the
disposal to the US Forest Service.

DISCUSSION: A verbatim transcript is available by request to the Department of Lands, Attn: Land
Board Recorder, PO Box 83720, Boise, Idaho 83720-0050 or by email to
public_records_request@idl.idaho.gov.

At 9:31 a.m. a motion was made by Attorney General Wasden to amend the agenda for the
meeting to include item 5 which is a contract modification to Burnt Grade timber sale. The purpose of
making this motion is this matter was added on Friday due to the current fire that we are experiencing
and that was the reason for the lateness of its addition to the agenda. Attorney General Wasden
added that under the circumstances the Department could have simply entered it on the agenda, but a
formal motion is being made to include the item in the agenda today to meet the requirements of the
public meeting law. Controller Woolf seconded the motion. The motion carried on a vote of 5-0 and
item 5 was made part of the agenda.

At 9:33 a.m. a motion was made by Superintendent Luna to remove item 4 from the consent
agenda and act upon it as a standalone issue. Controller Woolf seconded the motion. The motion
carried on a vote of 5-0. For the record, Governor Otter noted that item 4 is off the Consent Agenda,
and item 5 is on the Consent Agenda.

5. Contract Modification to Burnt Grade Timber Sale — Staffed by David Groeschl, State Forester/ Deputy
Director-Forestry and Fire

DEPARTMENT RECOMMENDATION: Authorize the Director or the Deputy Director of Forestry and
Fire to approve modification of the Burnt Grade Ton timber sale contract even if the modification
exceeds $100,000.

DISCUSSION:  Superintendent Luna acknowledged the circumstances and the urgency of the
request but asked if the Department considered calling a special Land Board meeting, as does
occur on occasion, so that the Board would receive specific information, such as actual contract
modification value. State Forester Groeschl replied that the Department thought to take
advantage of the regular meeting already scheduled. It was apparent on Friday the need to move
quickly and capture the value. Unfortunately negotiations with Boise Cascade could not begin
until Monday of this week; the Department decided to move forward and request pre-approval of
the contract modification and allow Boise Cascade to move crews in as quickly as possible.
Mr. Groeschl stated if it is the desire of the Board, the Department could call a special meeting.
Superintendent Luna asked if the Department could offer better assurance other than it is
expected to be over $100,000. Superintendent Luna expressed concern that it will be more than
$100,000 but there is no ceiling on how much more than $100,000 and inquired if the Department
can offer a range. Mr. Groeschl stated the Department has some history of what the price was for
salvage sales last year on a per ton basis, so negotiations will be within that range. Mr. Groeschl
offered it will likely be several hundred thousand dollars. Superintendent Luna asked that the
Department report to the Board once negotiations are completed. Mr. Groeschl assured that final
details will be provided to the Board.
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Governor Otter asked if the Department is going to replant Ponderosa pine or will it be subalpine
fir. Mr. Groeschl confirmed it will be Ponderosa pine replanted. Governor Otter inquired about
the difference in price between blue stained and unstained lumber. Mr. Groeschl replied on a per
ton basis blue stain is in the neighborhood of $5-$10 less than unstained wood.

6. Approval of Minutes — July 16, 2013 Regular Meeting (Boise)

CONSENT AGENDA BOARD ACTION: At 9:45 a.m. a motion was made by Attorney General Wasden
that the Board approve the Consent Agenda. Controller Woolf seconded the motion. Governor Otter
clarified the motion is to approve the Consent Agenda, minus item 4. The motion carried on a vote
of 5-0.

Following the Board's vote on the Consent Agenda, Director Schultz suggested that because
Superintendent Luna's motion removed item 4 from the Consent Agenda, the Board could now vote
on that item if it so chooses. Governor Otter conferred with legal counsel. Mr. Clive Strong confirmed
that the Board may take action on item 4 at this time. Attorney General Wasden made a unanimous
consent request that this item be held for further review and indicated his desire to visit the site in
qguestion. Governor Otter, hearing no objection, so ordered. Superintendent Luna then suggested, in
addition to the Attorney General's site visit, that Fish and Game come back to the Board with
additional options.

e REGULAR

7. Endowment Fund Investment Board Manager’s Report — Presented by Larry Johnson, EFIB Manager of
Investments

A. Manager’s Report
B. Investment Report
C. FY2015 Distributions and Transfers

EFIB RECOMMENDATION: Approve the recommended distributions and transfers.

DISCUSSION: A verbatim transcript is available by request to the Department of Lands, Attn: Land
Board Recorder, PO Box 83720, Boise, Idaho 83720-0050 or by email to
public_records_request@idl.idaho.gov.

BOARD ACTION: A motion was made by Superintendent Luna that the Board accept the
recommendation for distributions as presented, excepting the Public School's distribution, and
that the Public School's distribution be 5% of the 3 year rolling average. Motion failed for lack of a
second.

A motion was made by Attorney General Wasden that the Board approve distributions for all
but Public School, and that the Superintendent's letter be sent to the Endowment Fund
Investment Board for their consideration and analytical review and that they report back to the
Board at the September meeting. Secretary of State Ysursa seconded the motion. The motion
carried on a vote of 5-0.
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FY2015 Budget Enhancements — Presented by Patrick Hodges, Division Administrator-Support Services

DEPARTMENT RECOMMENDATION: Direct the Department to include these supplemental and
enhancement requests in the FY15 budget proposal due on September 3, 2013.

DISCUSSION: Controller Woolf noted that priority number one is a request for Phase 2, and asked
how many phases total is the LIMS project. Mr. Hodges replied the LIMS project has three phases
that are broken out across four fiscal years; this request is for the second half of Phase 2.

Governor Otter commented on the Department's statement, relative to Granddad Bridge, that
there is no sales tax, gasoline tax, registration tax or other tax connected with that and stated
there is not a bridge, a road or any infrastructure that has particular money dedicated to it, unless
it is on the 5 year horizon with the Idaho Department of Transportation (ITD). Governor Otter
asked if the Department has talked with ITD to try and get this bridge on their horizon.
Mr. Hodges replied the Department has asked ITD to take responsibility for the bridge and ITD
responded that the bridge is not on a state highway and it should be managed elsewhere.
Governor Otter stated there have been those that wanted to go to the general fund for
infrastructure, development, maintenance and operations and that he has a user pay philosophy
on those things. Governor Otter asked who is using the bridge. Mr. Hodges said it is
predominantly general public accessing recreation and commerce. Governor Otter noted those
are people that pay gasoline tax and diesel tax and register their cars, which are the three sources
of our funding. Governor Otter repeated his strong objection to general fund requests when there
are user pay opportunities. Director Schultz advised that the Department will look into the matter
further and speak with ITD again about other possible opportunities.

BOARD ACTION: For the record, Governor Otter stated the Chair will not vote on this item because
the Governor's Office develops a separate budget proposal for each state agency.

A motion was made by Attorney General Wasden that the Board adopt the Department
recommendation that is to include the supplemental and enhancement requests for the FY2015
budget proposal due on September 3, 2013. Controller Woolf seconded the motion. The motion
carried on a vote of 4-0, with Governor Otter recused for this vote.

Payette Lake 2013 Voluntary Auction — Presented by Kate Langford, Bureau Chief-Strategic Business

DEPARTMENT RECOMMENDATION: The Department recommends that the Land Board direct the
Department to offer the twelve (12) lots, listed on Exhibit 1, for sale by public auction.

DISCUSSION: A verbatim transcript is available by request to the Department of Lands, Attn: Land
Board Recorder, PO Box 83720, Boise, Idaho 83720-0050 or by email to
public_records_request@idl.idaho.gov.

BOARD ACTION: A motion was made by Attorney General Wasden that the Board approve the
Department recommendation that is that the Department be directed by the Land Board to offer
the twelve (12) lots listed in Exhibit 1 for sale by public auction. Controller Woolf seconded the
motion. The motion carried on a vote of 5-0.
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10. Pilgrim Cove CC&Rs — Presented by Kate Langford, Bureau Chief-Strategic Business

DEPARTMENT RECOMMENDATION: The Department recommends that the Land Board approve
the Covenants, Conditions and Restrictions for the Pilgrim Cove area.

DISCUSSION: Governor Otter asked if anyone in the audience would like to speak on this matter.
Mr. Pat Miller, on behalf of the Pilgrim Cove Association (Association), expressed gratitude to the
Director and his staff, and Deputy Attorney General Clive Strong and his staff, for engaging the
Association in the discussion regarding the covenants. The Association is satisfied that its
comments were taken into account, and does support the adoption of these covenants. Mr. Miller
offered the Association's appreciation of the Land Board's consideration.

BOARD ACTION: A motion was made by Attorney General Wasden that the Board adopt the
Department recommendation that is that the Land Board approve the CC&Rs for the Pilgrim Cove
area. Secretary of State Ysursa seconded the motion. The motion carried on a vote of 5-0.

Background information was provided by the presenter indicated below. No Land Board action is
required on the Information Agenda.

e [INFORMATION

11. Southwest Payette CC&Rs / Association Bylaws — Presented by Kate Langford, Bureau Chief-Strategic
Business

DISCUSSION: A verbatim transcript is available by request to the Department of Lands, Attn: Land
Board Recorder, PO Box 83720, Boise, Idaho 83720-0050 or by email to
public_records_request@idl.idaho.gov.

At 11:22 a.m. a motion was made by Attorney General Wasden to resolve into Executive Session
pursuant to ldaho Code § 67-2345(1) subsection (b) to consider the evaluation of the director of the
Department of Lands. Attorney General Wasden requested that a roll call vote be taken and that the
Secretary record the vote in the minutes of the meeting. Secretary of State Ysursa seconded the
motion. Roll Call Vote: Aye: Ysursa, Wasden, Woolf, Luna, Otter; Nay: None; Absent: None.

e EXECUTIVE SESSION
A. ldaho Code 67-2345(1)(b) — to consider the evaluation, dismissal or disciplining of, or to hear
complaints or charges brought against, a public officer, employee, staff member or individual

agent, or public school student. [TOPIC: Performance Evaluation — Director, Department of Lands]

For the record, at 11:40 a.m. Governor Otter excused himself from the Land Board meeting to
attend another commitment.

At 12:11 p.m. the Board resolved out of Executive Session by unanimous consent. No action was
taken by the Board during the Executive Session.
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There being no further business before the Board, at 12:13 p.m. a motion was made by Attorney
General Wasden to adjourn. Controller Woolf seconded the motion. The motion carried on a vote of
4-0. Meeting adjourned.

IDAHO STATE BOARD OF LAND COMMISSIONERS

/s/ C. L. "Butch" Otter
C. L. "Butch" Otter
President, State Board of Land Commissioners and
Governor of the State of Idaho

/s/ Ben Ysursa
Ben Ysursa
Secretary of State

/s/ Thomas M. Schultz, Jr.
Thomas M. Schultz, Jr.
Director

The above-listed final minutes were approved by the State Board of Land
Commissioners at the September 17, 2013 regular Land Board meeting.
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