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of Trust Land

An Act of Congress to Create Four States
…….and a gift that will benefit North Dakota forever

On February 22, 1889, Congress passed "An act to provide for the division
of Dakota into two states, and to enable the people of North Dakota, South
Dakota, Montana and Washington to form constitutions and state
governments . . ." This Act is commonly known as the Enabling Act of
1889.

The Enabling Act also granted various lands to the new states “for the
support of common schools” and other public institutions. A total of 2.5
million acres were granted for support of common (public) schools, an
additional 668,000 acres were granted to other public institutions
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ENABLING ACT OF 1889

Sec. 10: ….sections sixteen and thirty-six in every
township…, are hereby granted to said states for the
support of common schools……..

Sec. 11: That the lands herein granted ..…shall be
disposed of only at public sale, …..the proceeds to
constitute a permanent school fund, the interest of
which only shall be expended in the support of said
schools.
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June 2012 data

Section 1:
 All proceeds……. must be and remain a perpetual 

trust fund for the maintenance of the common 
schools of the state.

 Revenues earned…... must be deposited in the fund.
 The costs of administering…… may be paid out of the 

fund.
 The perpetual trust funds must be managed to 

preserve the purchasing power of the funds and to 
maintain stable distributions to fund beneficiaries

ND Constitution – Article IX
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Section 2:
 Distributions from the CSTF……must be faithfully 

used and applied each year for the benefit of the 
common schools.

 ..… no part of the fund must ever be diverted….. or 
used for any purpose other than the maintenance of 
common schools as provided by law.

 ….. biennial distributions from the perpetual trust 
funds must be ten percent of the five-year average 
value of trust assets, excluding the value of lands 
and minerals.

ND Constitution – Article IX

Section 3:
 Creates the Board of University and School Lands 

(Land Board): 
 Governor  
 Attorney General
 Secretary of  State
 State Treasurer
 Superintendent of Public Instruction

 Entrusts the management of all school and 
university lands and the proceeds there from to 
the Land Board

ND Constitution – Article IX
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NDCC 15-03-02:
 All proceeds….must be deposited in the trust fund for which 

the assets were granted or earned and are pledged 
specifically for the maintenance of the institution for which 
such assets were granted or earned.

 The cost of administering a trust fund may be paid out of 
the fund, …..

NDCC 15-03-04:
 The Land Board “shall apply the prudent investor rule in 

investing the permanent funds”. This means the Land Board 
must exercise the same judgment and care that an 
institutional investor of ordinary prudence, discretion, and 
intelligence exercises under similar circumstances.

State Law and the CSTF

There are two general principles of trust law that guide the 
Land Board’s investment and management of  the 
permanent trust funds:

 The Land Board and its members are fiduciaries for the 
permanent trust funds. It is the Board’s responsibility to 
look out for the best interests of the trusts and 
beneficiaries.

 As fiduciaries, the Land Board must act for the exclusive 
benefit of the permanent trust funds, which means the 
sole purpose of any action taken is to provide benefit to 
the trust and its beneficiaries.

Land Board Responsibilities
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As of now CSTF currently owns:

 635,000 acres of surface lands that are leased to 
farmers primarily for grazing purposes.

 1.5 million acres of minerals that are leased for oil 
and gas, coal, potash and other development.

 Approximately $3.0 billion of investments assets that 
are managed to provide steady growth in trust assets 
and distributions to beneficiaries.

CSTF Assets as of June 30, 2014

SOURCES OF CSTF REVENUE 
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Asset and Distribution Trends

Going forward, the CSTF will provide significant
funding for education.
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COMMON SCHOOLS TRUST FUND
ASSET AND DISTRIBUTION TRENDS 

Biennial Beginning Assets Biennial Distributions

Assumptions: 6%/year investment return, 
and $300 million a year in new money 
(growing at 5%/year).

Current 
Projection

STATE TUITION FUND

14

15.1-28-01. State tuition fund - Source.
The net proceeds of fines for the violation of state laws and 
distributions received from the common schools trust fund must be 
paid into the state treasury and constitute the state tuition
fund.

15.1-28-03. State tuition fund - Apportionment - Payment.
On or before the third Monday in each January, February, March, 
April, August, September, October, November, and December, the 
office of management and budget shall certify to the
superintendent of public instruction the amount of the state tuition 
fund. The superintendent shall include the amount certified in 
determining the state aid payments to which each school
district is entitled under chapter 15.1-27.
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CSTF DISTRIBUTIONS

School Year
CS % of Cost of 

Education
CS $/Pupil 
Distribution

FY 2005 4.16% $         292.85 
FY 2006 4.17% $         310.45 
FY 2007 4.04% $         316.97 
FY 2008 4.12% $         349.89 
FY 2009 3.93% $         351.00 
FY 2010 4.12% $         404.04 
FY 2011 3.92% $         397.88 
FY 2012 4.59% $         468.50 
FY 2013 4.32% $         454.16 
FY 2014 5.87% $         622.10 estimated
FY 2015 5.59% $         603.98 estimated

Under the current funding formula, CSTF distributions are part of the monthly 
payments DPI makes to school districts.

CSTF INVESTMENTS

Article IX, Section 1:
The perpetual trust funds must 

be managed to preserve the 
purchasing power of the funds 

and to maintain stable 
distributions to fund 

beneficiaries.

16

1 YR 3 YR 5 YR

Portfolio 
Returns *

10.24% 8.23% 13.19%
*  As of March 31, 2014
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CSTF INVESTMENTS

The permanent trusts 
recently went through a major 
investment study.  As a result 
of that study by R.V. Kuhns 
(Legacy Fund AA study) the 
trusts are currently under 
going a restructuring of the 
portfolio to better diversify 
the portfolio and reduce risk.
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Because the CSTF must be invested in a prudent way and 
managed for the exclusive benefit of K-12 education in ND, 
the Land Board does not have the authority to:

 Invest CSTF assets in low interest rates loans to 
political subdivisions or other entities.

 Invest CSTF assets in projects that are expected to 
provide less than market rate returns.

 Make grants or gifts from the CSTF to any entity, 
state agency or political subdivision.

 Use the CSTF to provide a benefit to any entity, state 
agency or political subdivision other than K-12 
education.

Limits to Land Board Authority
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SCHOOL CONSTRUCTION LOAN PROGRAM

There is a state program that makes low interest 
rate school construction loans available to school 
districts:

 Managed by the Department of Public Instructions
 Funded through the Coal Development Trust Fund ($50 

mil.) and Strategic Investment and Improvements Fund 
($150 mil.)

 Loans at below market interest rates (as low as 1%)
 Loans up to $20 million, depending on need and 

property valuations
 2013 Legislature added $150 million to the program

There is currently a queue of school districts seeking 
funds through this program.




