Oklahoma Trust Lands & Education Funding

As new states entered the union,
Congress made land grants to those
states to provide support for a variet
of public institutions, principally
public schools. These lands were
accepted through ratification of state
constitutions that contained provisiof
guiding the stat
these lands. Unlike public lands, staf
trust lands are held in trust by the stg
for designated beneficiaries. As
trustees, state land managers have { T s
fiduciary duty to manage the lands fq et dad i
the benefit of the beneficiaries of the)
trust grant. They lease and sell thes

Oklahoma State Trust Lands

Oklahpma City

. Map: Sonoran Institute Due to sale activities for given trust lands,maps may
lands for a dIVGFSQ r_a_nge of USQS to not reflect the most current holdings of a given state
meet that responsibilitly generating trust land agency.

revenue for the designated
beneficiaries, today and for future generations.

There are approximately 745,000 surface acres and 1.1 million mineral acres of trust land in Oklahoma.
Surface acres include land that is managed for agriculture, grazing, commercial leases, avidwights
The mineral acres contain deposits of oil, gas and®coal.

How are trust lands in Oklahoma managed?

Okl ahomads trust | ands ar
Oklahoma Commissioners of the Land Office
(OCLO), whose members include the top four
statewide elected officials and one appointed
official: the Governor, Lieutenant Governor,

the State Auditor and Inspector, the President
of the Board of Agriculture (appointed by the
Governor), and the Superintendent of Public
Instruction? The Governor, as President of the
OCLO, is responsible for appointing a

Secretary to administer the OCLO. The OCLO
Secretary is responsible for hiring required

staff for OCLO with the exception of attorneys
and appraisers, who are selected by the
Commissioners themselvé¥he OCLO is also
responsible for the management and investment
Photo: Pat Sheldon of trust land revenues.

The mission of the Oklahoma Commi ssioners of the L
permanent Trust and to generate maxi mihsmssonisi ngs f
aligned with the statutory requirements laid out by the Oklahoma Statutes, which charge the OCLO with
preserving and increasing the value of the trust for maximum réeturn.



Who are the beneficiaries of trust lands in Oklahoma?

Revenues generated from Okl ahomadéds trust | ands are
revenues for nine beneficiary groups. Al of Okl ah
building funds. A specific acreage of trust lands was granted to each beneficiary, and the revenue generated

from those | ands is deposited into the correspondi

Oklahoma Trust Land Beneficiary Funds and Acreage Dedicated to Eaéh

Fund Beneficiary Surface Acres in Fund | % Acres
Common Schools (KL2) [Public Schools 367,320  49.3%
Educational Institution State 4 year colleges 82,489 11.1%
University Fund Oklahoma University 63,604 8.5%
Agricultural and Mechani-
cal College Oklahoma State University 76,686 10.3%
University Preparatory
Fund Northern Oklahoma College 21,481 2.9%
Langston Fund Langston University 18,995 2.69%4

Nor mal Schoolls (teacherséo
Normal School colleges) 74,630  10.09
Public Buildings Public Buildings 36,261 4.9%
Greer Greer Public Buildings 3,239 0.4%
Total Acres 744,708 100.0%

Public schools are the designee of nearly 50% of the trust land in Oklahoma and thus receive roughly half the
revenue generated by trust land in the state.
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How are revenues generated from trust lands?
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Revenue Streams from Oklahoma Trust Lands
for All Beneficiaries Combined, FY 2034

Okl ahomadés trust beneficia
their annual support from the investment of the
Permanent Funds derived from their lands, and not

from the lands themselves; however, the lands
continue to build their Permanent Funds.

Okl ahomaés trust | and
from the trust lands primarily through resource
extraction (oil and gas royalties and bonus
revenues) and surface leases. Surface lease rental
includes rentals, easements and surface damage
revenue derived from mineral extraction
disturbances. OCLO does not often engage in
outright sale of trust lands. The three largest
sources of revenues from trust lands in FY2004
were from mineral royalties, surface rentals, and
mineral lease bonusés.

mana

Over the last five years, the largest source of
income for the public schools has come from
mineral revenues, including oil and gas
royalties*?

How does the revenue get to the beneficiaries?

Revenues generated

from trust

|l and uses are deposi

Permanent Fund receives revenues fromnemiewable sources, such as land sales and mineral royalties and
bonuses as well as investment income from capital gains. Revenues from renewable sources, such as surface
rentals for grazing or agricultural purposes, are combined with investment income from the Permanent Fund
and made available for distribution to the beneficiaries after 6% of the earnings are deducted to cover the

agencyos

o p e't In FYROD4 Okialioma trust kargls generated $202 million for the beneficiaries,

of which over $135 million was deposited into the Permanent Funds and $64 million was distfibuted.

The OCLO is responsible for the investment of the Permanent Funds for the beneficiaries, and appoints a three
-member committee responsible for developing an annual investment plan to provide maximum benefit to the

current and future

beneficiaries. Thi s

commi ttee

under the circumstances then prevailing to a prudent person acting in a like enterprise of a like character and

|l i ke aim would use, 0

however, it i s

‘& Orllydiwdemds st and a

and interest income from the Permanent Funds is available for distribution to the beneficiaries, while the
corpus of the Fund and capital gains remain untouched. There are numerous statutory restrictions on their

investments.

The Oklahoma Permanent Funds had a market value in excess of $1.1 billion in FYI20€tment income
totaled $148 million that year, but capital gains were retained in the flifids total amount of trust land
revenues distributed to the public schools in FY2004 was over $46 million, and was derived from the
combined investment income from the Permanent Fund and surface rental ihédtee OCLO operating
expenses have been deducted, these revenues are directed to the Oklahoma State Treasurer who then
aggregates them with general fund appropriations for the beneficiaries and distributes the total to school
districts by county on a monthly basis according to student population.



Public School Trust Funding Flow Chart?
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Public schools in Oklahoma receive funding from a combination of federal, state and local funds. State funding
provides 51.7% of total education funding, and of
amount.

FY 2003 Public School Funding Flowcha/
Local and Intermediate Funds

Federal Funds Local & Intermediate
12% Funds
$528,646,299 30.7%

$1,355,733,422

! !

Total Revenue for Public Schools
100%
$4,406,267,040

] ]

State Funds Other Sources
51.7% 5.6%
$2,277,241,483 $244,645,836

I

Trust Land Revenue
2.1% of State Funds
$47,680,277




Trust land revenues in Oklahoma are applied to
the beneficiaries overall legislative appropriation
before the state contributes general fund revenues.
The higher the trust land revenue, the lower the
general fund appropriation must be to maintain the
public school system at the status quo level. The
legislature is then able to direct general fund
appropriations to other government sponsored
programs or decrease taxes. In Oklahoma, where
trust revenues are considered the first component
of base budgets for education and not dedicated to
a specific purpose, an additional $163,515,632
trust distribution for all trusts went to support
education funding along with the $47,680,227
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