
 1 

The New Mexico Land Grant Permanent Fund (LGPF) 
 

One individual’s attempt to understand 
Tom Miles (Updated to November 2016)  

With thanks to Merilee Dannemann  
for Summary remarks 

 
 
Performance: 18-year-average (1999-2016) 
 

• Investment returns and Ending Value can go down as well as up 
• Return on Investment (ROI) about 6.13% per year       (down from 2014, 8.36%) 
• Renewables Contribute about 4.25% per year              (up from 2014, 3.96%) 
• Combined ROI + Contribution about 10.38% per year  (down from 2014, 12.32%) 
• Withdrawals have been about 4.98% per year              (down from 2014, 5.09%) 
• Net total growth – withdrawals = about 5.4% per year  (down from 2014, 7.2%) 

 
 
Functional overview: 
 

• State Land Office administers 9 million surface acres and 13 million sub-surface 
acres for beneficiaries of lands entrusted to the state 

• State Investment Council (SIC) manages a Land Grant Permanent Fund (LGPF) 
created to support 21 New Mexico public education and selected other 
beneficiary institutions (see beneficiaries table on page 7) 

• Public Education K-12 receives about 84% of the Monthly Withdrawals; 20 other 
beneficiaries receive about 9% 

• Changes to use of Trust funds require a New Mexico Constitutional amendment 
• Changes may also require consent of U.S. Congress 

 
 
Summary 
 
The State of New Mexico owns “trust lands” – 9 million surface acres and 13 million sub-
surface acres – for the purpose of producing income that supports certain “beneficiaries” 
specified in the state constitution; Public Schools receive the greatest share.  This 
system was established well before New Mexico became a state in 1912, and its 
continuance was required by Congress for New Mexico to be accepted as a state. 
 
Trust lands are managed by the state Commissioner of Public Lands, an independent 
official elected on a statewide basis.  The Commissioner’s job is to use the lands to earn 
renewable, on-going income for the state while also considering environmental impacts 
and recreational access to the land.  Sources of this income include oil well leasing, 
leasing for agriculture and other uses. 
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Income from the state trust lands is deposited into the Land Grant Permanent Fund 
(LGPF) to be invested in the stock market and other financial instruments.  These 
investments are overseen by a body called the State Investment Council (SIC), whose 
members include the Governor, the State Treasurer, the Commissioner of Public Lands 
and several others. 
 
At the beginning of 2016, the fund was valued at around $14.8 billion.  The maximum 
amount of money to be withdrawn from the fund at any time is a percentage of the Fund 
rather than a dollar amount. This is stated in State Constitution, Section XII on education. 
In the state fiscal year (FY) 2015-16, the amount withdrawn from the LGPF was about 
$656 million. Of that amount about $603 million (92%) went to education; about $551 
million (84%) went to Public Education (K-12). The total state education budget for FY 
2015-16 was $2.78 billion. 
 
To change any detail regarding the beneficiaries of the fund, and/or the percentage 
distributed to any beneficiary, requires an amendment to the state constitution approved 
by a majority of New Mexico voters. If approved by the voters it may also have to be 
approved by the U.S. Congress. 
 
SIC manages another permanent fund called the Severance Tax Permanent Fund 
(STPF), which is derived from non-renewable income such as taxes paid by companies 
extracting oil, gas and minerals from the ground. This paper does NOT discuss the 
Severance Tax fund. 
 
Performance 
 
There have recently been many confusing and contentious number-vs-dollar-vs-
percentage presentations and discussions about current and possible uses of the New 
Mexico LGPF (sometimes called the Public School Permanent Fund or the Rainy Day 
Fund) to support early childhood education.  
 
This is one individual’s attempt to explain to himself the LGPF and its performance, 
purpose and history. 
 
All data has been taken (or derived) from the New Mexico State Investment Council - 
Land Grant Total Fund Composite - Schedule of Investable Assets - As of June 30, 2016 
(see Total Fund table at end). Much appreciation is due Charles Wollmann, Director of 
SIC Communications and Legislative Affairs for graciously providing me with the tabular 
data and numerous explanations. 
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Chart 1 - Land Grant Permanent Fund Performance 1989 – 2016 ($ 000) 
 
 

 
 

 
Observations 

• Contribution - inflows from state land leases and royalties – trending down in 

2016. 

• ROI - inflows from returns on investments and market growth - volatility from the 

1999-2003 dotcom boom-bust and the 2008-2009 banking market meltdown 

within a 20-year bull market run – trending down in 2016. 

• Withdrawal (also called Distributions) - Withdrawals from the fund to 21 

constitutionally established beneficiaries (see Beneficiaries table on page 7); 

approximately 84% goes to public schools K-12. 

• Ending Value - the net result of Contributions + ROI - Withdrawals. 

• For FY 17, withdrawals were set at 5.5% of a 5-year-rolling-average of the 

Fund’s annual ending market values (see ‘2003 Amendment’ in the Brief History 

of the LGPF below). 

• In FY 17 this reverts to 5.0%. 

• For FY 16, the 5-year-rolling-average 2012-2016 Ending Value was $12.5 billion, 

which was $2 billion less than the 2016 Actual Ending Value of $14.5 billion. 
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Chart 2 - an attempt to depict the relationships between % ROI, 

% 5-year-average-ROI, % Actual Withdrawal, 

and % Contribution 

  

 
 

Observations 

• % ROI - 1999 dotcom bust and 2007 meltdown within a 20-year bull market run 

caused increased volatility – currently trending down to flat. 

• % 5-year-rolling-Avg-ROI of year-end Fund market value - beginning in 2003 

this minimizes peaks and valleys and stabilizes budgeting processes. 

• % Actual Withdrawal - relatively stable between 4% and 6% of the actual year-

end market values for the 18 year period 1999-2016. 

• In 2016, Actual Withdrawal (4.41%) was greater than Contribution (3%). 

• Arithmetic average ROI between 1999 and 2016 has been about 7.19%. 

• 5-year-rolling-Average ROI for those same 18 years was about 6.13% and is 

currently slightly downward trending. 

• Going forward – 6.13% 5-year-rolling-average-ROI minus the lower range of 

4.41% Actual Withdrawal should add 1.72% per year to Fund Ending Value 

which will compound for growth.  

• At this rate, with flat Contribution and flat investment ROI, the Fund would 

increase in alignment with expected inflation. 
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A brief history of the New Mexico Land Grant Permanent Fund 

 
• 1848 – In The Treaty of Guadalupe Hidalgo, US acquires ownership of 

California and a large area comprising New Mexico, Arizona, Nevada, parts of 

Texas, Utah and parts of Colorado and Wyoming. 

• Two years later, in the New Mexico Organic Act of 1850, U.S. Congress denies 

statehood but creates the New Mexico Territory and reserves the sale proceeds 

of two land sections of every township to support public schools.  

• 1899 Ferguson Act acknowledges the preexisting New Mexico’s Commissioner 

of Public Lands, establishes a Land Grant Permanent Fund (LGPF) and doubles 

the number of land sections supporting public schools to four sections per 

township. 

o Reference:  https://www.lincolninst.edu/subcenters/managing-state-trust-

lands/publications/trustlands-nm.pdf  

o “The Land Commissioner is charged with generating and optimizing 
revenue from state trust lands to support public education and other 
beneficiary institutions, while simultaneously striving to protect, conserve, 
and maintain the lands so they may be used by future generations. The 
State Land Office generates revenues by leasing lands for grazing, 
agriculture, commercial use, renewable energy, oil and gas drilling, 
mining and other surface and subsurface activities.” 
 

• US Congress 1910 Enabling Act creates the states of New Mexico and Arizona  

o “An act to enable the people of New Mexico to form a constitution and 

state government and be admitted into the union on an equal footing with 

the original states.” 

o Specifies that LGPF support “common schools”, i.e., compulsory and 

universal primary and secondary education grades 1 through 12. 

o A total of 21 New Mexico public institutions are named as beneficiaries to 

receive specific land grant portions (see beneficiaries table on page 7). 

o Act Sections 6 through 9 require that any change in the use of the trust 

must be consented to by US Congress. 

• 1912 - New Mexico formally granted statehood. 
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• 1957-1958 Amendments – A State Investment Council (SIC) is created; 

management of LGPF is transferred from New Mexico legislature to SIC; a 

permanent trust with fiduciary responsibilities is formally created. 

1996 amendments to Sections 7, 9, and 10 of the Enabling Act and to the New Mexico 
Constitution specifies future distributions shall be made as provided in the Constitution of 
the State of New Mexico Article XII Education – Section 7 Investment of Permanent 
School Fund [Note: Article XII has been amended 19 times] 

o Reference: http://class-wp.digitaltrike.com/wp-

content/uploads/2012/10/NEW_MEXICO_CONSTITUTION.pdf  [New 

Mexico Constitution, education-related portions] 

o The amendment explicitly intends to, “protect the permanent trust funds of 

the State of New Mexico from erosion.”  

o Section is 8 not amended: “The school, colleges, and universities 

provided for in this act shall forever remain under the exclusive control of 

the said state, and no part of the proceeds arising from the sale or 

disposal of any lands granted herein for educational purposes shall be 

used for support of any sectarian or denominational school, college or 

university.”   

• 2003 amendment changes to Constitution Article XII, Section 7: 

o Establishes a 5-year-rolling-average of the year-end-market-values of the 

Fund (Article XII, Section 7, Sub-Section F). One can see the need for this 

in the volatility of %ROI in Chart #2: Relationships. 

o Sets distribution to 5.0% of the 5-year-rolling-average balance of the fund. 

This distribution rate is intended to allow the fund to grow at least in line 

with inflation.  

o FY 05 to FY 12 provided an additional 0.8% annual distribution (for a total 

distribution of 5.8%) - and – FY 13 to FY 16 an additional 0.5% annual 

distribution (for a total distribution of 5.5%) to be used for educational 

reform as provided by law  (Article XII, Section 7, Sub-Section G). 

o Creates a three-level licensing system with minimum annual teacher 

salaries. 
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Land  Grant  Permanent  Fund  Beneficiaries 

Institutions  LGPF Ownership 
as of 12/31/13 

Public (Common) Schools 83.95% 
NM Military Institute  3.29% 
NM School for the Deaf 1.99% 
NM School for Blind & Visually Impaired 1.99% 
NM State Penitentiary 1.98% 
University of New Mexico 1.45% 
Public Buildings 1.10% 
Water Reservoir 1.08% 
DHI Miners Hospital 0.95% 
Penal Reform 0.86% 
NM State University 0.46% 
NM State Hospital 0.25% 
Improvement of the Rio Grande 0.24% 
NM Institute of Mining & Technology  0.20% 
Eastern NM University 0.08% 
UNM Saline Lands 0.04% 
Western NM University 0.03% 
NM Highlands University 0.03% 
Northern NM Community College 0.02% 
NM Boys School (CYFD) 0.01% 
Carrie Tingley Hospital 0.00% 
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