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Status of the Veterans Postwar Trust Fund
Established:

In 1996, North Dakota citizens voted to create a constitutionally protected trust fund to provide benefits to
existing and future veterans and their families. The State Treasurer is trustee of the fund, which is to be
invested to both survive in perpetuity and provide income to the Administrative Committee on Veterans
Affairs (ACOVA) for grants and programs benefitting veterans.

Recent History:

In the summer of 2009, my staff began its work with our Assistant Attorney General to analyze the Uniform
Principal and Income Act in an effort to define “income” to the Veteran’s Postwar Trust Fund.

Under the Act, only dividends, interest and realized gains can be considered income. Previously, many
people thought that “income” could also include unrealized gains or the market value of the fund above the
original investment. That definition of income is not true under the Act.

Looking back at the fund, what ACOVA believed to be “income” capable of spending was not truly income.

Through that analysis, we formed many questions which we posed to the attorney general’s office. Through
the process, we were able to form a better picture of the roles each group places in this process.

Prior to the fall of 2009, ACOVA felt that they could direct the investments and direct the Treasurer on what
they wanted to spend. ACOVA was accustomed to having some level of control over the fund, and
therefore, more flexibility in its spending. However, through the analysis of the Act, the roles were made
very clear.

The State Treasurer is the trustee of the fund. That means the Treasurer directs the
investments and determines income.

ACOVA is the beneficiary of the fund. That means ACOVA receives the income and spends it
according to the law.

There is no overlap in these roles. The Treasurer can’t tell ACOVA how to spend the income and ACOVA
cannot tell the Treasurer how to invest or what to give ACOVA to spend.

In the fall of 2009, my office set out a policy for declaring “income” to ACOVA so they could better budget
for a biennium. It was determined approximately $200,000 would be available during the 2009-2011
biennium for grants to veterans. This was paid quarterly to ACOVA as earned. If the income during that
time exceeded their projects, | would determine, at the end of the biennium, the excess amount and make
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that available for grants as well. This policy was communicated with ACOVA, and posted along with the
fund analysis on our website.

In 2011, the legislative assembly appropriated $210,000 in general fund dollars to the Department of
Veteran’s Affairs for grants, $50,000 for the purchase of vans and $20,000 for “Stand down” events. These
Funds were to be used in lieu of 2011-13 earnings from the Veteran’s Postwar Trust Fund. This “in lieu”
process was requested by the ACOVA. This would allow the earnings to accumulate in the current biennium
for expenditures for distribution and expenditures in the coming. This allowed them to budget the
expenditures of their grant program.

2013-15 Distributions:

$262,371.92 or a net return of 7.40% was distributed to the DVA’s account in August of 2013 for the 201 3-
15 biennium per the State Treasurer’s VPWT policy. This represented FY 2012 earnings of $111,020.93 and
FY 2013 earnings of $151,350.99. Per the Uniform Principal and Income Act, the remaining $53,032.94
was retained as principal to the fund for the benefit of future veterans.

In addition, HB 1439 awarded $250,000 in general fund dollars to the principal of the Veteran’s Postwar
Trust Fund.

Fiscal Year to Date 2014:
Net REALIZED return: 8.05%
As of January 31, 2014....Payable income to ACOVA $96,655.51

As of January 31, 2014...Market Fund is $5,475,839.97

Fees:
Fees TOTAL 1% this INCLUDES transaction fees.

As a comparative: A typical mutual fund account averages 1.35% in fees and .85% in transaction costs for a
total of 2.2%

Clarification:

I would like to clarify Mr. Wangen’s comments made at your January meeting. “He said interest earnings
have not been sufficient in recent years due to low interest rates.”

This fund is not invested in “interest bearing” accounts. As we prepare for distributions at the end of a
biennium, we do move earnings into a CD for placement until the distribution is made

Melvin Norgard Memorial Fund:

Balance as of March 31, 2014 totals $255, 415.78

In a letter dated January 11, 2013 the State Auditor’s Office concluded “the Veterans Home clearly has
legislative authority to expend monies from the Melvin Norgard memorial fund.” For that reason, this fund
is currently invested at the Bank of North Dakota to address their liquidity needs.





