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This is in response to your question regarding the use of funds in the budget stabilization fund and the 
foundation aid stabilization fund and from which fund would funds be transferred to offset allotments for 
foundation aid if revenues were projected to be below estimates. 

The foundation aid stabilization fund is provided for under Article X, Section 24, of the Constitution of 
North Dakota. Under that section , the principal of the fund may be expended only upon order of the 
Governor, who may direct a transfer only to offset foundation aid reductions that were made by executive 
action due to a revenue shortage. 

North Dakota Century Code Section 54-44.1-12 addresses allotments. Under that section , an allotment 
must be made by specific fund and all departments and agencies that receive moneys from that fund 
must be allotted on a uniform percentage basis, except that appropriations to the Department of Public 
Instruction for foundation aid , transportation aid, and special education aid may only be allotted to the 
extent that the allotment can be offset by transfers from the foundation aid stabilization fund. 

Section 54-27.2-03 addresses transfers from the budget stabilization fund. That section provides that if 
the Governor orders a transfer to offset a general fund budget shortfall of more than 2.5 percent, the 
amount transferred from the budget stabilization fund may not exceed the difference between an amount 
2.5 percent below the general fund revenue projections for the biennium of the most recently adjourned 
special or regular session of the Legislative Assembly and the general fund revenue projections for the 
biennium by the Director of the Office of Management and Budget. 

If there were to be a projected shortage of less than 2.5 percent, it appears that shortage would be 
replaced by a transfer from the foundation aid stabilization fund because the Constitution of North Dakota 
allows the Governor to direct transfers to offset foundation aid reductions due to a revenue shortage and 
because there would be no other source from which a transfer would be authorized. Similarly, because 
there is no other provision to offset the first 2.5 percent of a shortage that is greater than two and one half 
percent, the first two and one half percent of such a shortage should be offset by a transfer from the 
foundation aid stabilization fund. 

If there were to be a projected shortage of 2.5 percent or greater, it could be argued that the portion of the 
shortage relating to the educational funding which is over the first 2.5 percent could be replaced by 
transfers from either the budget stabilization fund or the foundation aid stabilization fund , or from both 
funds. 

Section 54-27.2-03 requires the State Treasurer, if ordered by the Governor, to transfer the appropriate 
funds from the budget stabilization fund to offset a decrease in general fund revenues. Thus, it could be 
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argued that any shortage over 2.5 percent must come from the budget stabilization fund. However, 
Section 54-44.1-12 provides that allotments for the education programs under the Department of Public 
Instruction may be made only if the allotments "can be offset by transfers from the foundation aid 
stabilization fund." Although that language implies that the offsets would be accomplished by transfers 
from the foundation aid stabilization fund, that section does not require the offsets to come from the 
foundation aid stabilization fund. Assuming there is adequate money in the funds, it can be argued that 
the Governor, who makes the order to transfer funds from the budget stabilization fund and who also has 
the constitutional authority to order transfers from the foundation aid stabilization fund, may ultimately 
determine from which fund or funds to order the transfer in the event of a shortage in education funding 
which exceeds 2.5 percent. 

Please contact this office if you have further questions. 

Sincerely, 

John Bjornson 
Counsel 
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