
As new states entered the union, Congress made 

land grants to those states to provide support for a 

variety of public institutions, principally public 

schools.  These lands were accepted through 

ratification of state constitutions that contained 

provisions guiding the state’s management of these 

lands. Unlike public lands, state trust lands are held 

in trust by the state for designated beneficiaries. As 

trustees, state land managers have a fiduciary duty 

to manage the lands for the benefit of the 

beneficiaries of the trust grant.  They lease and sell 

these lands for a diverse range of uses to meet that 

responsibility – generating revenue for the 

designated beneficiaries, today and for future 

generations. 

 

There are approximately 760,000 surface acres and 

5.2 million mineral acres of trust land in South 

Dakota.1  Surface acres include land that is 

managed for agricultural and grazing uses.  The mineral acres contain deposits of oil, gas and minerals.  Trust 

lands in South Dakota are mostly concentrated in a checkerboard pattern throughout the state, with larger, 

more consolidated parcels in the western portion of the state.2 

How are trust lands in South Dakota managed? 
 

South Dakota’s trust lands are managed by 

the South Dakota Office of School and 

Public Lands (SDOSPL) headed by the 

Commissioner of School and Public Lands, 

who is a statewide elected official.3  The 

Commissioner is responsible for 

administering South Dakota’s trust lands, 

including setting lease rates, conducting land 

sales and exchanges, and collecting and 

distributing revenues.4  The Commissioner 

and the State Auditor act as a Board of 

Appraisal, determining which tracts should 

be sold when the Commissioner wants to sell 

trust lands in any given county.5 The 

SDOSPL is also responsible for 

approximately 100 state-owned dams, 

controlling noxious weeds on trust lands, and 

acting as the real estate agent for other state 

agencies and the legislature.6 

 

The mission of SDOSPL is to “ensure efficient and superior management of school and endowment lands and 

trust funds owned and administered by the State of South Dakota.”7  Additionally, the South Dakota State 

Constitution requires that all federally granted lands be held in trust with the principal remaining inviolate and 

that each trust parcel be classified and managed to its “highest and best use.”8 
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Who are the beneficiaries of trust lands in South Dakota? 

 

Revenues generated from South Dakota’s trust lands are deposited into thirteen separate trust funds that 

support twelve beneficiary groups.  A specific acreage of trust lands was granted to each beneficiary, and the 

revenue generated from those lands is deposited into the corresponding beneficiary’s fund. 

 

South Dakota Trust Land Beneficiary Funds and Acreage Dedicated to Each9 

Public schools are the beneficiary of approximately 80% of the trust land in South Dakota and receive the major-

ity of the revenue generated by state trust land. 

Fund Beneficiary Surface Acres in Fund 
  

% Acres 

Common Schools Public Schools 608,539 80.3% 

SD State University SD State University 36,617 4.8% 

SDSU Experiment Station SDSU Experiment Station 10,135 1.3% 

University of SD University of SD 7,950 1.0% 

Northern State University Northern State University 8,011 1.1% 

Normal Schools 

Black Hills State University  
Dakota State University 17,933 

 

 

2.5% 

SD School for the Visually 

Handicapped 

SD Schools for the Deaf and  

Visually Handicapped 6,146 

 

0.8% 

SD School for the Deaf 

SD Schools for the Deaf and  

Visually Handicapped 7,093 

 

0.9% 

SD Development Center Redfield Development Center 18,550 2.4% 

SD Juvenile Corrections 

Facilities Juvenile Corrections 4,676 

 

0.6% 

School of Mines School of Mines 7,639 1.0% 

Springfield 

Northern State University 
Black Hills State University 
Dakota State University 10,487 

 

 

 

1.4% 

Public Buildings Public Buildings 14,488 1.9% 

  Total 758,264 100.0% 
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How are revenues generated from trust lands? 

 

 

 

 

 

 

South Dakota’s trust lands generate 

revenue primarily through interest gained 

from the Permanent Fund and leases of 

surface and mineral acres. The three largest 

sources of revenues from trust lands in 

FY200610 were return on investments, 

surface leasing and mineral receipts. 
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How does the revenue get to the beneficiaries? 
 
 

Revenues generated from trust land uses are deposited into either the given beneficiary group’s Permanent 

Fund or Income Account.  Permanent Funds receive all revenues from land sales, and half of the revenues 

from mineral revenues, including oil and gas.  Revenues from rentals, interest on deferred payments, and the 

remaining half of mineral revenues are deposited into the Income Account, along with interest and dividends 

from the Permanent Fund. 

 

Permanent Funds are managed and invested by the State Investment Council, an eight member body composed 

of both elected and appointed officials which appoints a State Investment Officer to perform the day to day 

management of the trust funds.12  Each member of the Council must be a trained investor.13 The interest and 

dividends from the Permanent Funds are available for distribution to the beneficiaries after the State 

Investment Officer has ensured that the principal of each Permanent Fund has increased at least as much as the 

inflation rate.  If a Fund did not increase in value at the rate of inflation, the dividends and interest income are 

then used to make up the difference, while the remainder is distributed to the Income Account.14 

 

The balance of interest and dividends from the Permanent Fund after covering inflation is combined with 

surface rental revenues, half of the mineral revenues and the interest from land contracts into the Income 

Account.  The Income Account comprises the distributable revenue to the beneficiaries.  For the last several 

years, the State Legislature has directed the SDOSPL to maintain a fixed payment of revenue in the Income 

Account to the public schools on a per pupil basis.  This revenue is distributed to the school districts directly 

and separate from the general fund appropriation for public schools.15 

Revenue Streams from South Dakota Educational Trust Lands for All  

Beneficiaries Combined, FY 2006
11

 

Mineral Revenue 
13% 

$2,285,372 

Surface Revenue 
20% 

$3,423,772 

Land Contracts 
0% 

$15,476 

Return on  
Investments 

67% 
$11,481,002 



Public schools in South Dakota receive funding from a combination of federal, state and local funds.  State 

funding provides 30.8% of total education funding, and of the state’s portion, trust land revenues make up 3% 

of that amount. 
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FY 2003 Public School Funding Source Diagram17 

Local and Intermediate Funds 
 

Public School Trust Funding Flow Chart 16  

Total Revenue for Public Schools 

100% 

$1,055,456,542 

Federal Funds 

14.3% 

$151,235,357 

Local & Intermediate Funds 

46.2% 

$487,670,674 

Trust Land  

Revenue  

3% of  

State Funds 

$9,218,530 

State Funds 

30.8% 

$325,090,630 

Other Sources 

8.7% 

$91,459,881 

Land contracts 

Mineral Revenues 
(including oil and gas) 

50% to Permanent Fund 

50% to Income Account 

Surface rental income 
(agricultural and grazing 

leases) 

Permanent Land 

Fund 

Income Account 

Capital gains through  

investments  

(net of adjustments for  
inflation target) 

Interest & Dividends 

Principal  

Payments 

Interest  

Payments 

50% 

50% 
Distribution to 

School Districts on 

a Per Pupil Basis 



 

 

 

Since trust land revenue is distributed 

directly from the Income Fund to the 

school districts on a per pupil basis, it 

does not supplant other legislative 

appropriations.  Thus, it provides South 

Dakota school districts with valuable 

discretionary funding to address issues 

unique to their particular school free of 

the restrictions placed on legislative 

appropriations.  
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This report was prepared by the Sonoran Institute/Lincoln Institute of 

Land Policy Joint Venture and Children’s Land Alliance Supporting 

Schools (CLASS).  Thanks to Wendine Thompson-Dawson for her  

research and writing efforts. 
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For more information 

Contact Susan Culp at 602.393.4310, 

sculp@sonoran.org   

or Paula Plant/Margaret Bird at 

801.538.5132, class@childrensalliance.com 

www.trustland.org  

www.childrenslandalliance.org 
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