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The Michigan Natural Resources 
Trust Fund Board has trouble and it 
starts with “M”, ends with “y”, and 
rhymes with honey.  Yup, the trouble 
revolves around “Money”, and for 
the MNRTF Board, the proverbial 
well may finally be running dry…. as 
bone wrenching dry as our Copper 
Country forests. 

Public Act 204 of 1976 created the 
Recreational Land Acquisition 
(“Kammer”) Trust Fund with reve-
nues generated through rents and 
royalties from private oil, gas, and 
mineral exploration on state-owned 
lands, together with bonuses result-
ing from bids for access to such 
lands.  The purpose of the fund was 
to acquire land for hunting, fishing, 
or other recreational purposes, and 
for the payment of any local taxes 
owed by the state on the its land.   

The MNRTF was supposed to be self-
perpetuating, but “diversions” from 
the fund were made in 1979, 1980, 
1981, and 1983.  The largest diver-
sionary thefts helped balance the 
state budget, but the greatest long-
term thievery gifted the newly 
formed Michigan Economic Develop-
ment Authority (MEDA).  Beginning 
in 1982, money that should have 
gone to the Kammer fund went, in-
stead, to the new Heritage Fund from 
which appropriations to the MEDA 
were made.  The plan was to pay out 
$20 million per year from the fund to 
MEDA over a 50-year period to the 
tune of $1 billion. 

In November 1984, voters approved 
Proposal B, which established the 
Michigan Natural Resources Trust 
Fund (MNRTF) and restricted the 
uses to which those fund revenues 
could be put, thereby creating a con-
stitutional successor to both the Kam-
mer and Heritage Fund. 

Under the Proposal B amendment, 
the Legislature was permitted to take 
up to 1/3 of the oil and gas lease 
money received annually by the trust 
fund until the fund reached a cap of 
$200 million on the principal.  Once 
reached, only interest earnings were 
to be made available to purchase 
land or rights in land for recreational 
uses because of that land’s environ-
mental importance or scenic beauty, 
to develop public recreation facilities, 
and to pay for the administration of 
the fund, including PILT on state-
owned land purchased through the 
fund.  

The amendment also allowed the 
Legislature to authorize the giving 
of a portion of the trust fund 
money each fiscal year to the 
Michigan Strategic Fund, which, 
among other things, replaced 
MEDA in promoting Michigan to 
attract business and tourists to the 
state.  The Michigan Strategic Fund 
was designed to leverage private 
sector investment with public 
funds and to protect the rights of 
MEDA bondholders who had pur-
chased bonds backed by the Heri-
tage Trust.   

By 1993, the principal balance in 
the MNRTF amounted to only 
$70.3 million, which was far short 
of the $200 million cap.  Realizing 
that it would take a long time to 
reach a $200 million cut-off point 
because money was being diverted 
to the Strategic Fund, the Legisla-
ture submitted Proposal P to the 
voters in 1994. 

Proposal P, which was approved, 
accomplished three things: 1) it 
eliminated the diversion of oil and 
gas revenue to the Strategic Fund; 
2) it increased the MNRTF princi-
pal balance from $200 to $400 mil-
lion, which resulted in more inter-
est income for land grabbing; and 
3) it established and funded the 
State Park Endowment Fund 
(SPEF).  Once the MNRTF reached 
its principal cap of $400 million, 
overages would be diverted to the 
SPEF, which would then be al-
lowed to reach a principal balance 
of $800 million. 

If you’re not already totally con-
fused, this money scheme was 
further enhanced on August 6, 2002 
when voters approved Proposal 2, 
which allowed the MNRTF a wider 
investment base, increased the 
capital balance from $400 to $500 
million, and allowed one-third of 
the annual revenue to be spent 
until the $500 million cap was 
reached, which is now doubtful 
will ever happen. 

As it turns out, the oil and gas reve-
nue fueling the trust fund’s coffer 
coveted by envisioning environ-
mentalists for the purchase of more 
and more “public” land, which 
they can then control, may not be 
revenue rightfully belonging to the 
State of Michigan.  As of 2004, this 
amounted to $600 million or more 
that has been used for about 1,200 

state and local projects.  And, since 
these were matching grants pro-
jects, one heck of a lot of money 
may be owed to others in the not 
too distant future. 

After the logging boom in the late 
1800s, lumber barons would often 
sell land stripped of trees to farm-
ers or maybe just quit paying taxes 
on it, allowing the title to revert to 
the government.  Hit hard by the 
Depression, farmers who couldn’t 
pay property taxes gave their land 
to the government, also, though 
not so willingly.  And, even when 
land and mineral rights were sev-
ered, the state just assumed that, 
when they foreclosed, they were 
entitled to all rights to property 
and so they seized the mineral 
rights, too.  It would appear, how-
ever, that the assumption should 
not have been made then nor 
should it continue to be an as-
sumption now. 

The brouhaha all began when the 
treasurer of downstate Antrim 
County filed suit in 2002 to find 
out whether or not the law re-
quired her to notify severed min-
eral rights’ owners before foreclos-
ing on them because surface rights’ 
owners were delinquent in paying 
taxes. 

Circuit Judge Philip Rodgers ruled 
that notification wasn’t necessary, 
but went on further to declare that 
the government had no authority 
to foreclose on mineral rights be-
cause of unpaid property taxes.  
Michigan, he said, exempted oil 
and gas from property taxes when 
it imposed a separate levy on them 
in 1929.  His decision was upheld 
by the Michigan Court of Appeals 
last August. 

Since that time, the Michigan 
United Conservation Clubs, the 
Nature Conservancy, the Heart of 
the Lakes Center for Land Conser-
vancy (a gaggle of conservancies), 
the National Wildlife Federation, 
the Michigan Environmental 
Council, and other such groups 
have joined ranks to file an amicus 
brief asking the Michigan Supreme 
Court to reverse the ruling.   It’s 
not yet known if the court will 
entertain the case, let alone decide 
in favor of the environmental con-
servationists whose appetite for 
public land seems never to be 
sated. 

Faulty Assumption May Cost Michigan Millions By C. J. Williams 

Additionally, there’s a class action 
suit pending, which involves 
about 200 people including lumber 
baron heirs.  Their premise is that 
since the state didn’t collect prop-
erty taxes on oil and gas, the min-
eral rights should have remained 
with the original owners or who-
ever was legally entitled to those 
rights.  The lawsuit seeks not just 
the mineral rights, but also the 
royalties the state has collected 
over the years. 

According to the trust fund 
Board’s February ‘05 minutes, 
there’s been a decline in oil pro-
duction and unless there’s a new 
reserve, oil revenues are destined 
to decline for the MNRTF.  Gas 
production peaked out in 1999-
2000, but there’s been a great deal 
of interest in Upper Peninsula 
metallics, which could provide 
significant revenue for maybe 
seven to ten years.  Sand and 
gravel revenue also goes to the 
MNRTF. 

Interestingly, a March 3rd post on 
the North Country Trail Associa-
tion Website indicates that the 
“Trust Fund Board had recently 
approved 15 land purchases 
($26.03 million in state funds) and 
26 development projects ($6.14 
million).  When these suggestions 
came through the joint capital 
outlay committee, legislators ques-
tioned the need to purchase more 
state land.”  In fact, according to 
the forum post, “Representative 
John Pastor (R-Livonia) argued 
that the Legislature had recently 
called for a moratorium on new 
state land purchases. 

So, folks, it appears that the Michi-
gan Natural Resources Trust Fund 
and its Board might have to put 
their revenue pail away pretty 
soon.  The money well may be 
going dry, production is failing, 
and perhaps the legislature is fi-
nally waking up to the fact that the 
state can’t even keep up with PILT, 
so intent are the land grabbers on 
“preserving” more of Michigan for 
land use stakeholders to wrangle 
over. ~ CJ 
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http://www.mackinac.org/article.aspx?ID=6609  (MI Strategic Fund synopsis) 

http://www.wowo.com/wowo.asp?ID=3 —Listen on-line to great radio! 
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http://www.nraila.org/index.aspx  
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