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LEGACY FUND INVESTMENTS AND ALLOCATIONS FLOWCHART - 2025-27 BIENNIUM

This memorandum provides information on the legacy fund investment process and the allocation of legacy fund earnings based on the provisions of House Bill No. 1176 (2025) and Senate Bill Nos. 2012 (2025) and 2330 (2023), as codified in North Dakota
Century Code Sections 21-10-11 and 54-27-32, and the provisions of Section 26 of Article X of the Constitution of North Dakota, including the authority to develop the asset allocation policy (Legacy and Budget Stabilization Fund Advisory Board), to manage the
investments (State Investment Board), and to determine the allocation of the earnings (Legislative Assembly).

Investment Process Legacy Fund Allocations
2025-27 biennium legacy fund distribution -
Legacy fund principal (assets) - . Percent of market value
Oil tax revenues, accumulated earnings, and other deposits (8 percent of the 5-year average of legacy fund assets)
$686.9 million
Asset allocation policy (July 2023 version) - Investments - Distribution to
Legacy and Budget Stabilization Fund Advisory Board State Investment Board l
N In-state investments A Legagy egrnings fund -
Up to $1,300 million of legacy fund assets (8 percent) Investment firms and financial institutions - Legislative Assembly
Some investments are managed under an internal Allocations - $686.9 million
) ) ) investment program developed by the Retirement and
Y Fixed income investments Investment Office. However, the State Investment Board
Up to $700 million of legacy fund assets (5 percent) evaluates and selects investment firms and financial > Legacy sinking and interest fund
institutions to manage the majority of investments. Prior to First $102.6 million
L 5 Legacy infrastructure loan fund making recommendations to the board, Retirement and
Up to $150 million Investment Office staff: J Remaining amount
Bank's CD match program e Conduct a search with assistance from a consultant, ] $584.3 million
> $400 million minimum prioritize the top candidates, and complete detailed
reviews for investment firms and financial institutions .
. . Highway fund
without a presence in North Dakota -
|, | Other qualified fixed income investments _ . . . ) 30 percent - $175.3 million
Any remaining amounts e Receive mforlmatlon . from poteptlal candidates,
complete detailed reviews, and give preference to L rtv t lief fund
investment firms and financial institutions with a egacy property tax retie
. . 70 percent - $409 million
N Equity investments presence in North Dakota
Up to $600 million of legacy fund assets (3 percent) v
. . . Purchase and sale of investments -
. Equity, venture c_apltal,'or :—_xlternat_l\_/e Investment firms and financial institutions purchase and sell
—> |nvestment_funds |nvgstlpg in qualified investments based on an investment strategy targeted to a
companies operating in th? state_ benchmark. Examples of investments include:
Amount based on asset allocation policy
e Large market capitalization domestic equities - Russel
Other qualified equity investments 1000 growth index benchmark
— Any remaining amounts e Short-term bonds - Bloomberg United States aggregate
bond index benchmark
e Global real assets - National Council of Real Estate
> Other investment allocations Investment Fiduciaries open-end diversified core equity
Amount based on asset allocation policy (92 percent) (NCREIF ODCE) index benchmark
o In-state private equities - 5-year average net return for
N Global equity investments the legacy fund, excluding in-state investments
46.5 percent of legacy fund assets +
> Global private equity investments Overall investment returns -
7 percent of legacy fund assets Based on policies approved by the Legacy and Budget
Stabilization Fund Advisory Board and the State Investment
N Global fixed income investments Board, the overall targeted investment returns are intended
I 28.5 percent of legacy fund assets to preserve principal, to grow the legacy fund for
intergenerational wealth, and to generate earnings for
R Global real asset investments distributions each biennium based on the percent of market
10 percent of legacy fund assets value calculation.
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