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On January 9, 2013, the Arizona Supreme Court held that a state statute 
diverting money from state trust lands to a trust management fund instead of the 
designated permanent fund violated Article 10, Section 7 of the Arizona 
Constitution.1 In 1910, Congress granted 10 million acres of land to Arizona to 
hold in trust for public purposes.2 According to Arizona’s Constitution, any 
proceeds from state trust land must be used in furtherance of a stipulated public 
purpose.3 In 2009, Arizona enacted Ariz. Rev. Stat. (“A.R.S”) Section 37-527, 
which proportioned some of the money derived from state trust lands to pay the 
costs of managing the land.4 Rae Ann Rumery, John Skarhus, and the Cartwright 
Elementary School District filed a lawsuit alleging that Section 37-527 violated 
Section 28 of the New Mexico-Arizona Enabling Act and Article 10, Section 7 the 
Arizona Constitution because it allocated state trust funds away from the land’s 
intended purpose.5 Baier, the Arizona State Land Commissioner, appealed the trial 
court’s ruling that Section 37-527 violated the Arizona Constitution.6 The Arizona 
Supreme Court affirmed the trial court’s decision, stating that Arizona may only 
use monies derived from state trust lands in accordance with the Arizona 
Constitution, even if the Constitution is silent as to how the state should fund the 
management of those lands.7 
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Arizona received the state trust lands as part of the New Mexico-Arizona 
Enabling Act (“Enabling Act”), passed by Congress in 1910.8 The Enabling Act 
instituted strict requirements for the state trust lands, guaranteeing that trust funds 
would be used for specific public purposes.9 When the Arizona Constitution was 
ratified, the Enabling Act was incorporated into the constitutional law of the 
state.10 Article 10, Section 7 of the Arizona Constitution lists specific restrictions 
from the Enabling Act.11 Specifically, all income from state trust lands must be put 
into a permanent fund and used for the stated public purpose of the land in 
question.12 For example, the Enabling Act designated approximately 8 million 
acres for the “’support of common schools.’”13 Funds derived from this land must 
be put in a permanent fund dedicated to education. Once the funds are deposited in 
the permanent fund, the Constitution requires that money may not be removed for 
any purpose save the explicit public purpose to which the land was devoted.14 

The State Land Department is responsible for managing the trust lands.15 
The Arizona Constitution does not describe how to fund land management.16 
Historically, the legislature has apportioned money from the state’s general fund to 
the State Land Department.17 In 2009, the Arizona legislature changed the funding 
process with A.R.S. § 37-527.18 

A.R.S. § 37-527 states that up to 10 percent of the proceeds from each 
parcel of trust land will be deposited into a newly formed “trust land management 
fund.”19 This fund would only be used to pay for management of the trust lands.20 
The remaining proceeds would continue to be deposited into the “common 
schools” fund. 

The Arizona Supreme Court held that Article 10, Section 7 of the Arizona 
Constitution prohibited the diversion of trust proceeds to the management fund 
created by Section 37-527.21 This holding follows reasoning used by the Supreme 
Court of the United States, which has held that states may not interpret Enabling 
Acts in any way that allows the use of trust land proceeds for any purpose other 
than the purpose stated in the Act itself.22 Article 10, Section 7 incorporates the 
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language of the New Mexico-Arizona Enabling Act and thereby designates state 
trust lands for a specific purpose.23 The Court acknowledged that the Constitution 
is silent as to how the State should fund the management of state trust lands, but 
silence does not allow the legislature to infer the existence of an exception to the 
Enabling Act, even if that exception would benefit the trust land funds.24 The 
Court also addressed the common law of trusts.25 While the common law generally 
holds that a trustee can use trust funds to manage the trust itself, the Court pointed 
out that these “common law powers” can be limited by statute or by the terms of 
the trust.26 Here, the constitutional language places limitations on the treatment of 
the land trusts.27 Additionally, the Court was not persuaded by out-of-state case 
law because Arizona’s Enabling Act is substantially different from similar acts in 
other states.28 Diverting proceeds from state trust lands to a management fund 
violates Article 10, Section 7 of the Arizona Constitution. 
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