Payment in Lieu of Taxes (PILT) / National Forest Income (NFI) Payment Distribution
Overview:
Under federal law, local governments receive PILT for federally-owned land within a municipality as recognition of the inability to tax the property value of the federally-owned land. PILT payments may be reduced by the amount received from other federal land payment programs (including NFI) in the prior year.  Under state law, annual federal PILT payments are made to the state and redistributed to towns. 
NFI payments are federal funds paid to states derived from revenues received from national forests (primarily timber sales).  Currently, these funds are distributed among towns in Wisconsin.
Background:

PILT Payment Received by Wisconsin Local Units of Government

Federal Fiscal Year

Wisconsin Payment
1997 $288,900
1998   279,200

1999   293,900

2000   241,700

2001 1,533,700

2002    564,400

2003    483,900

2004 1,015,800

It should be noted that federal payments increased significantly in 2001.  This was due primarily to provisions enacted under 1999 Wisconsin Act 9.  The Act shifted NFI payments from towns to school districts in 1999-00.  Because federal law specifies that if NFI payments are given to school districts, PILT funding is not reduced by the amount received from other federal land payment programs (including NFI) local governments in the prior year. 
Under Act 9, NFI was distributed among school districts in March, 2000.  However, since PILT takes into account NFI payment in the prior year, the increase in PILT payments to towns did not take place until federal fiscal year 2001.  Furthermore, the Legislative Fiscal Bureau’s analysis of the provision indicated that despite the overall increase in federal funding to the state, towns would, overall, receive less federal funding under Act 9.  In other words, the loss in NFI would not be offset by the increase in PILT funding to towns.  In response, the Legislature enacted 1999 Wisconsin Act 74 which repealed all the provisions of Act 9 and replaced NFI funding to towns with state GPR and SEG appropriations for one year.  
School districts would probably support reenactment of the Act 9 provisions as they would then receive the federal NFI payments.  Under current law, school districts do not receive any direct payments to compensate for the inability to tax the property value of the federally-owned land
NOTES: 
· A provision like Act 9 would have similar state and local fiscal effects if it were implemented today.   
· PILT funds increased significantly in 2004 due to a federal appropriation increase and a relatively larger portion of eligible federal land located in Wisconsin.
