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STATES - FEDERAL PAYMENTS IN LIEU OF TAXES - DISTRIBUTION TO UNITS OF
LOCAL GOVERNMENT - "RECEIVED" REVENUE STATUS - DISTRIBUTION TO SCHOOL
DISTRICTS - COUNTY SUPPORTED WHERE COUNTY IS RESPONSIBLE FOR
SUPPORTING SCHOOLS AND FUNDS THEM WITH ITS OWN TAX REVENUES, ENTIRE
AMOUNT OF FOREST SERVICE (16 U.S.C. 500) REVENUES EXPENDED FOR SCHOOLS,
REGARDLESS OFf WHETHER SUCH EXPENDITURE EXCEEDS MINIMUM REQUIRED BY
STATE LAW, MUST BE TREATED AS RECEIVED FOR PURPOSES OF COMPUTING
COUNTY'S PAYMENT UNDER THE PAYMENT IN LIEU OF TAXES ACT, 31 U.S.C. 1602.
58 COMP.GEN. 19 IS AMPLIFIED. STATES - FEDERAL PAYMENTS IN LIEU OF TAXES -
DISTRIBUTION TO UNITS OF LOCAL GOVERNMENT - "RECEIVED" REVENUE STATUS -
PAYMENTS TO INDEPENDENT SCHOOL DISTRICTS - EXCEEDING STATE'S MINIMUM
REQUIREMENTS WHERE COUNTY, WHICH IS REQUIRED BY STATE LAW TO PASS A
CERTAIN PORTION OF ITS FOREST SERVICE RECEIPTS ON TO POLITICALLY AND
FINANCIALLY INDEPENDENT SCHOOL DISTRICTS, CHOOSES TO PASS ON SUM
WHICH EXCEEDS STATE-MANDATED MINIMUM, AMOUNT BY WHICH COUNTY'S
EXPENDITURE EXCEEDS MINIMUM MUST BE VIEWED AS "RECEIVED" FOR PURPOSES
OF COMPUTING THE PAYMENT IN LIEU OF TAXES ACT PAYMENT. STATES - FEDERAL
PAYMENTS IN LIEU OF TAXES - DISTRIBUTION TO UNITS OF LOCAL GOVERNMERNT -
"RECEIVED" REVENUE STATUS - PAYMENTS TO INDEPENDENT SCHOOL DISTRICTS -
DELEGATION OF STATE'S DISTRIBUTION AUTHORITY IF NO MINIMUM PAYMENT IS
SPECIFIED IN STATE LAW, BUT INSTEAD THE STATE DELEGATES THE RIGHT TO
DETERMINE THE AMOUNT OF THE FOREST SERVICE RECEIPTS TO PASS ON TO THE
POLITICALLY AND FINANCIALLY INDEPENDENT SCHOOL DISTRICTS TO THE COUNTY
BOARD OF SUPERVISORS, THE ENTIRE PAYMENT TO THE SCHOOLS MAY BE
REGARDED AS THE EQUIVALENT OF A STATE-MANDATED MINIMUM, AND NEED NOT
BE DEDUCTED FROM THE PAYMENT IN LIEU OF TAXES ACT PAYMENT. IN CASE OF
ARIZONA, HOWEVER, STATE STATUTES INDICATE THAT SCHOOL DISTRICTS ARE
NOT INDEPENDENT OF COUNTY. DEFINITIVE INTERPRETATION OF STATUS OF
SCHOOL DISTRICTS IS FOR ARIZONA AUTHORITIES.

MATTER OF: PAYMENT IN LIEU OF TAXES ACT - ARIZONA SCHOOL DISTRICTS, APRIL
26, 1982:

THE ACTING ASSOCIATE SOLICITOR FOR THE DIVISION OF ENERGY AND
RESOURCES, DEPARTMENT OF THE INTERIOR, HAS ASKED FOR AN INTERPRETATION
OF A PROVISION OF THE PAYMENT IN LIEU OF TAXES ACT OF 1976 (PILT), 31 U.S.C,
1601-1607. SPECIFICALLY, HE ASKS WHAT PORTION OF FOREST SERVICE
REVENUES PAID BY A STATE TO A COUNTY MUST BE CONSIDERED TO BE
"RECEIVED" BY THE COUNTY (AND THEREFORE DEDUCTED FROM ITS PILT) WHERE
THE COUNTY HAS DISBURSED APPROXIMATELY ONE-HALF THE AMOUNT TO SCHOOL
DISTRICTS UNDER A STATE LAW WHICH DOES NOT SPECIFY HOW MUCH MUST BE
DISTRIBUTED TO SCHOOL DISTRICTS, BUT REQUIRES ONLY THAT THE COUNTY GIVE
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THE SCHOOL DISTRICTS AN AMOUNT THAT WILL PROVIDE A "REAL BENEFIT" TO THE
SCHOOLS.

WE CONCLUDE THAT WHERE A COUNTY IS RESPONSIBLE FOR PROVIDING AND
SUPPORTING PUBLIC SCHOOLS AND FUNDS THEM WITH ITS OWN TAX REVENUES,
THE ENTIRE AMOUNT OF FOREST SERVICE REVENUES EXPENDED FOR THE
SCHOOLS, REGARDLESS OF WHETHER SUCH EXPENDITURE EXCEEDS THE MINIMUM
REQUIRED BY STATE LAW, MUST BE TREATED AS "RECEIVED" FOR PURPOSES OF
COMPUTING THE COUNTY'S 31 U.S.C. 1602 PAYMENT. ON THE OTHER HAND, WHERE
A COUNTY WHICH IS REQUIRED BY STATE LAW TO PASS A CERTAIN PORTION OF ITS
FOREST SERVICE RECEIPTS ON TO POLITICALLY AND FINANCIALLY INDEPENDENT
SCHOOL DISTRICTS CHOOSES TO PASS ON A SUM WHICH EXCEEDS THE STATE-
ESTABLISHED MINIMUM, THE AMOUNT BY WHICH THE COUNTY'S EXPENDITURE
EXCEEDS THE MINIMUM MUST BE VIEWED AS "RECEIVED."

THE PAYMENT IN LIEU OF TAXES ACT OF 1976 AUTHORIZES AND DIRECTS THE
SECRETARY OF THE INTERIOR TO MAKE PAYMENTS ON A FISCAL YEAR BASIS TO
EACH UNIT OF LOCAL GOVERNMENT IN WHICH CERTAIN TYPES OF FEDERAL LANDS
ARE LOCATED. SECTION 2 OF THE ACT, 31 U.S.C. 1602, SETS FORTH ALTERNATIVE
FORMULAE TO BE USED IN DETERMINING THE AMOUNT OF THESE PAYMENTS:

(A} THE AMOUNT OF ANY PAYMENT MADE FOR ANY FISCAL YEAR TO A UNIT OF
LOCAL GOVERNMENT UNDER SECTION 1601 OF THIS TITLE SHALL BE EQUAL TO THE
GREATER OF THE FOLLOWING AMOUNTS--

(1) 75 CENTS FOR EACH ACRE OF ENTITLEMENT LAND LOCATED WITHIN THE

BOUNDARIES OF SUCH UNIT OF LOCAL GOVERNMENT (BUT NOT IN EXCESS OF THE
POPULATION LIMITATION DETERMINED UNDER SUBSECTION (B) OF THIS SECTION),
REDUCED (BUT NOT BELOW 0) BY THE AGGREGATE AMOUNT OF PAYMENTS, IF ANY,
RECEIVED BY SUCH UNIT OF LOCAL GOVERNMENT DURING THE PRECEDING FISCAL
YEAR UNDER ALL OF THE PROVISIONS SPECIFIED IN SECTION 1604 OF THIS TITLE,

OR

(2) 10 CENTS FOR EACH ACRE OF ENTITLEMENT LAND LOCATED WITHIN THE
BOUNDARIES OF SUCH UNIT OF LOCAL GOVERNMENT (BUT NOT IN EXCESS OF THE
POPULATION LIMITATION DETERMINED UNDER SUBSECTION (B) OF THIS SECTION).

AMONG THE PROVISIONS SPECIFIED IN SECTION 1604 IS 16 U.S.C. 500, WHICH
PROVIDES THAT:

ON AND AFTER MAY 23, 1980, TWENTY-FIVE PER CENTUM OF ALL MONEYS
RECEIVED DURING ANY FISCAL YEAR FROM EACH NATIONAL FOREST SHALL BE
PAID, AT THE END OF SUCH YEAR, BY THE SECRETARY OF THE TREASURY TQO THE
STATE OR TERRITORY IN WHICH SUCH NATIONAL FOREST IS SITUATED, TO BE
EXPENDED AS THE STATE OR TERRITORIAL LEGISLATURE MAY PRESCRIBE FOR THE
BENEFIT OF THE PUBLIC SCHOOLS AND PUBLIC ROADS OF THE COUNTY OR
COUNTIES IN WHICH SUCH NATIONAL FOREST IS SITUATED. * * *

ANY FOREST SERVICE REVENUES WHICH ARE "RECEIVED" BY A COUNTY THUS
SERVE TO REDUCE THE PAYMENT IN LIEU OF TAXES MADE TO THAT COUNTY.

THE SUBMISSION NOTES THAT THE ISSUE PRESENTED AROSE WHEN NAVAJO
COUNTY, ARIZONA, PROTESTED THE BUREAU OF LAND MANAGEMENT'S (BLM)
DETERMINATION OF THE AMOUNT DUE IT UNDER THE PAYMENT IN LIEU OF TAXES
ACT FOR FISCAL YEAR 1980. ARIZONA LAW PROVIDED THAT ANY FOREST RESERVE
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FUNDS WHICH ARE RECEIVED BY THE STATE FROM THE UNITED STATES ARE TO BE
APPORTIONED AMONG THE COUNTIES ACCORDING TC THE FOREST RESERVE
ACREAGE CONTAINED IN EACH COUNTY (A.R.S. SEC. 41-736), AND THAT THESE
FUNDS ARE TO BE DISBURSED BY THE COUNTY "FOR THE BENEFIT OF PUBLIC
SCHOOLS AND PUBLIC ROADS OF THE COUNTY AS THE BOARD OF SUPERVISORS
MAY DIRECT." A.R.S. SEC. 11-497. NAVAIO COUNTY'S SHARE OF THE FOREST
RESERVE FUNDS FOR THE FISCAL YEAR PRECEDING 1980 CAME TO $777,951, AND
BLM TREATED THIS SUM AS THE AMOUNT RECEIVED BY THE COUNTY UNDER 16
U.5.C. 500. THE COUNTY PROTESTED THAT ONLY $316,854 SHOULD HAVE BEEN
ATTRIBUTED TO IT, BECAUSE THAT IS THE AMOUNT THAT IT RETAINED FOR ITS
OWN USE. SINCE THE REMAINDER OF THE $777,951 HAD BEEN PASSED ON TO
SCHOOL DISTRICTS, THE COUNTY CLAIMED THAT IT WAS ENTITLED TO AN
ADDITIONAL $70,434.

ON NOVEMBER 4, 1980, THE BUREAU OF LAND MANAGEMENT DENIED THE
COUNTY'S PROTEST ON THE BASIS THAT:

ARIZONA LAW DOES NOT REQUIRE THE COUNTIES TO PASS THE FOREST SERVICE
PAYMENT TO SCHOOL DISTRICTS. IT LEAVES IT UP TO THE BOARD OF SUPERVISORS
TO DETERMINE HOW THE REVENUE WILL BE SPENT. BECAUSE STATE LAW DOES
NOT REQUIRE A MINIMUM DISTRIBUTION OF THESE FUNDS, WE MUST DEDUCT THE
FULL AMOUNT OF THE FOREST SERVICE PAYMENT RECEIVED BY THE COUNTIES
EACH FISCAL YEAR.

THE COUNTY APPEALED THIS DECISION TO THE INTERIOR BOARD OF LAND
APPEALS. A SHORT TIME LATER, THE CASE WAS BROUGHT TO THE ATTENTION OF
INTERIOR'S OFFICE OF THE SOLICITOR, WHICH MOVED TO HAVE THE APPEAL
VACATED AND THE CASE REMANDED TO BLM FOR FURTHER CONSIDERATION. THE
SUBMISSION STATES THAT THE REASON FOR THE OFFICE OF SOLICITOR'S MOTION
TO VACATE WAS THAT THE COUNTY HAD BROUGHT TO ITS ATTENTION AN OPINION
BY THE ATTORNEY GENERAL FOR THE STATE OF ARIZONA INTERPRETING A.R.S.
SEC. 11-497, WHICH CONCLUDED THAT THE ALLOCATION OF FUNDS BETWEEN
PUBLIC SCHOOLS AND ROADS MUST BE "REASONABLY CALCULATED TO PROVIDE A
REAL BENEFIT TO BOTH SCHOOLS AND ROADS." THE MOTION TO VACATE WAS
GRANTED BY THE BOARD OF LAND APPEALS ON FEBRUARY 5, 1981.

IN 58 COMP.GEN. 19 (1978), WE INTERPRETED PAYMENTS "RECEIVED" BY UNITS OF
LOCAL GOVERNMENT FOR PURPOSES OF 31 U.S.C. 1602 AS FUNDS ACTUALLY
RECEIVED AND AVAILABLE TO THE COUNTIES FOR OBLIGATION AND EXPENDITURE
TO CARRY OQUT THEIR OWN RESPONSIBILITIES, THEREBY ALLEVIATING THE FISCAL
BURDENS IMPOSED ON LOCAL GOVERNMENTAL UNITS BY THE PRESENCE OF
TAX-EXEMPT FEDERAL LANDS WITHIN THEIR JURISDICTIONS. WE ACCORDINGLY
CONCLUDED THAT CONGRESS DID NOT INTEND THAT PAYMENTS TO LOCAL
GOVERNMENTS UNDER THE ACT BE REDUCED BY AMOUNTS WHICH, BY VIRTUE OF
STATE LAW, MERELY PASS THROUGH THESE GOVERNMENTS ON THE WAY TO
POLITICALLY AND FINANCIALLY INDEPENDENT SCHOOL DISTRICTS WHICH ARE
ALONE RESPONSIBLE FOR PROVIDING THE SERVICES IN QUESTION. ON THE OTHER
HAND, WE SAID, IF A LOCAL GOVERNMENT IS, BY STATE LAW, ITSELF RESPONSIBLE
FOR PROVIDING SCHOOL SERVICES AND COLLECTS TAXES FROM LOCAL RESIDENTS
FOR THAT PURPOSE, THE CONGRESS INTENDED THAT "IN LIEU" TAX PAYMENTS
UNDER SECTION 1602 BE REDUCED BY THE AMOUNT OF SECTION 1604 REVENUES
WHICH THE LOCAL UNIT RECEIVED AND PASSED THROUGH TQ THE SCHOOLS, SINCE
IN THE ABSENCE OF "IN LIEU" PAYMENTS, THE TOTAL COSTS OF PROVIDING
SCHOOL SERVICES WOULD BE BORNE BY THE LOCAL UNIT'S TAX REVENUES.
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WE ARE NOW ASKED AN ADDITIONAL QUESTION: ARE DISBURSEMENTS OF FOREST
SERVICE REVENUES BY A LOCAL UNIT OF GOVERNMENT-- FOR EXAMPLE, A
COUNTY-- WHICH EXCEED THE MINIMUM LEVEL OF SPENDING FOR SCHOOLS
REQUIRED BY STATE LAW, TO BE VIEWED AS "RECEIVED" BY THE COUNTY, AND
THEREFORE DEDUCTED FROM SECTION 1602 PAYMENTS?

AS INDICATED ABOVE, WE HAVE ALREADY HELD THAT WHERE A COUNTY ITSELF IS
RESPONSIBLE FOR PROVIDING AND FUNDING THE SCHOOLS WITHIN ITS
BOUNDARIES AND TAXES ITS CITIZENS TO RAISE FUNDS TO OPERATE THEM, THE
AMOUNT OF FOREST SERVICE REVENUES WHICH THE COUNTY DISBURSES FOR
SCHOOLS MUST BE VIEWED AS "RECEIVED" BY THE COUNTY AND DEDUCTED FROM
THE COUNTY'S "IN LIEU" PAYMENT. OTHERWISE, THERE WOULD BE AN AGGREGATE
FEDERAL PAYMENT IN EXCESS OF THE AMOUNT OWED TO THE COUNTY IN LIEU OF
TAXES FOR FEDERAL LANDS WITHIN ITS JURISDICTION. IN OTHER WOQRDS, THE
FOREST SERVICE PAYMENT BELONGS TO THE COUNTY, AS IF IT WERE PART OF ITS
OWN TAX REVENUES. MAKES NO DIFFERENCE IN THIS SITUATION WHETHER THE
COUNTY PASSES ON TO THE SCHOOL DPISTRICT ONLY A STATE REQUIRED MINIMUM
OR MORE THAN THE STATE REQUIRES. ALL FOREST SERVICE REVENUES SHOULD BE
DEDUCTED FROM THE COUNTY'S "IN LIEU" ENTITLEMENT, SINCE THE COUNTY HAS
THE RESPONSIBILITY BOTH FOR THE MAINTENANCE OF COUNTY ROADS AND ALSO
FOR FINANCING THE SCHOOLS WITHIN ITS BOUNDARIES.

WHERE A COUNTY WHICH IS REQUIRED BY STATE LAW TO PASS A CERTAIN
PORTION QF ITS FOREST SERVICE RECEIPTS ON TO POLITICALLY AND FINANCIALLY
INDEPENDENT SCHOOL DISTRICTS CHOOSES TO PASS ON AN AMOUNT EXCEEDING
THE MINIMUM REQUIRED BY THE STATE LEGISLATURE, THE COUNTY MUST DEDUCT
ANY MONEYS WHICH IT HAD THE OPTION OF RETAINING FOR ITS OWN PURPOSES
FROM ITS "IN LIEU" ENTITLEMENT. IN A STATE WHICH DOES NOT PRESCRIBE A
MINIMUM PAYMENT TO POLITICALLY AND FINANCIALLY INDEPENDENT SCHOOL
DISTRICTS BUT INSTEAD DELEGATES THAT FUNCTION TO THE COUNTY BOARD OF
SUPERVISORS, THE COUNTY BOARD'S ACTUAL ALLOCATION IS THE EQUIVALENT OF
A STATE-AUTHORIZED MINIMUM, AND NEED NOT BE DEDUCTED FROM THE PILT.

IN THE CASE OF ARIZONA, ON WHICH THE INQUIRY SPECIFICALLY FOCUSES, THE
BUREAU OF LAND MANAGEMENT STATES THAT "THE COUNTY IS SOLELY
RESPONSIBLE FOR ONE (RCADS) AND THE SCHOOL DISTRICTS ARE SOLELY
RESPONSIBLE FOR THE OTHER (SCHOOLS).” WE DO NOT KNOW THE BASIS FOR
THAT DETERMINATION, WITHOUT ATTEMPTING TO RULE ON WHAT IS ESSENTIALLY A
MATTER OF STATE LAW, HOWEVER, WE NOTE THAT ACCORDING TO THE ARIZONA
STATE STATUTES, THE SCHOOL DISTRICTS RECEIVE AT LEAST A PORTION OF THEIR
FUNDING FROM THE COUNTIES. A.R.S. SEC. 15-992 AUTHORIZES THE BOARD OF
SUPERVISORS OF EACH COUNTY, AT THE SAME TIME AND IN THE SAME MANNER AS
OTHER PROPERTY TAXES ARE LEVIED TO "LEVY SCHOOL DISTRICT TAXES ON THE
PROPERTY IN ANY SCHOOQOL DISTRICT IN WHICH ADDITIONAL AMOUNTS ARE
REQUIRED." TAXES LEVIED ON PROPERTY LOCATED WITHIN A PARTICULAR SCHOOL
DISTRICT ARE TO BE CREDITED TO THE SCHOGL FUND OF THAT SCHOOL DISTRICT.
LIKEWISE, WHEN A SCHOOL DISTRICT DECIDES TO ESTABLISH A HIGH SCHOOL,
THE COUNTY BOARD OF SUPERVISORS LEVIES AN ANNUAL TAX ON PROPERTY IN
THE DISTRICT, THE AMOUNT OF WHICH IS ESTIMATED BY THE SCHOOL BOARD AND
CERTIFIED TG THE COUNTY SCHOOL SUPERINTENDENT. SECTION 15-994 PROVIDES

THAT:

THE BOARD OF SUPERVISORS OF EACH COUNTY SHALL ANNUALLY, AT THE TIME OF
LEVYING OTHER TAXES, LEVY A COUNTY EQUALIZATION ASSISTANCE FOR

40f 5 3/15/2010 1:36 PM




u.S. GAO - B-202123, APRIL 26, 1982, 61 COMP.GEN... http://redbook.gao.gov/15/f10071885.ph

EDUCATION TAX ON THE PROPERTY WITHIN THE COUNTY. * * * THE COUNTY
TREASURER SHALL APPORTION ALL MONIES COLLECTED FROM THE COUNTY
EQUALIZATION ASSISTANCE FOR EDUCATION TAX LEVY TO THE SCHOOL DISTRICTS
WITHIN THE COUNTY IN ACCORDANCE WITH SECTION 15-971, SUBSECTION B * * *

MOREOVER, THE SCHOOL BOARDS DO NOT APPEAR TO BE INDEPENDENTLY
RESPONSIBLE FOR DETERMINING THE LEVEL OF ADDITIONAL REVENUES REQUIRED
BY THEIR DISTRICTS, NOR DO WE SEE ANY AUTHORITY FOR THE SCHOOL BOARDS
TO IMPOSE AND COLLECT PROPERTY TAXES NECESSARY TO GENERATE SCHOOL
REVENUES ON THEIR OWN INITIATIVE. A.R.S. CH. 9, PARTS 5 AND 6. A.R.S. SEC.

15-991 PROVIDES THAT:

B. THE COUNTY SCHOOL BOARD SUPERINTENDENT, NOT LATER THAN JULY 10 EACH
YEAR, SHALL FILE, IN WRITING, WITH THE BOARD OF SUPERVISORS HIS ESTIMATE
OF THE AMOUNT OF SCHOOL FUNDS REQUIRED BY EACH SCHOOL DISTRICT FOR
THE ENSUING YEAR, BASED ON THE BUDGETS ADOPTED BY THE GOVERNING
BOARDS OF THE SCHOOL DISTRICTS. THE ESTIMATE SHALL * * * CONTAIN AN
ESTIMATE OF THE TOTAL AMOUNT TO BE RECEIVED FOR THE YEAR BY EACH
SCHOOL DISTRICT FROM THE COUNTY SCHOOL FUND AND THE SPECIAL COUNTY
SCHOOL RESERVE FUND. THE COUNTY SCHOOL SUPERINTENDENT SHALL ESTIMATE
THE ADDITIONAL AMOUNTS NEEDED FOR EACH SCHOOL DISTRICT FROM THE
PRIMARY PROPERTY TAX AND THE SECONDARY PROPERTY TAX AND CERTIFY SUCH
AMOUNTS TO THE BOARD OF SUPERVISORS IN WRITING AT THE TIME OF FILING

HIS ESTIMATE.

IF IT IS DETERMINED BY THE STATE ATTORNEY GENERAL, THE JUDICIARY, OR
OTHERWISE THAT UNDER ARIZONA LAW, SCHOOL DISTRICTS ARE NOT POLITICALLY
AND FINANCIALLY INDEPENDENT OF THE COUNTIES IN WHICH THEY ARE LOCATED,
THE PAYMENTS OF FOREST SERVICE RECEIPTS TO THE SCHOOQL DISTRICTS MUST BE
REGARDED AS FULFILLING A COUNTY RESPONSIBILITY TO SUPPORT ITS SCHOOLS,
JUST AS ANY PAYMENTS FOR COUNTY ROADS FROM THE AMOUNT RETAINED BY THE
BOARD OF SUPERVISORS FULFILLS A DIFFERENT COUNTY RESPONSIBILITY. UNDER
THESE CIRCUMSTANCES, THE 16 U.S.C. 500 RECEIPTS EXPENDED BY COUNTIES FOR
SCHOOLS WOULD HAVE TO BE TREATED AS RECEIVED BY THE COUNTIES FOR
PURPOSES OF COMPUTING PAYMENTS UNDER 31 U.S.C. 1602,
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