Disqualification and deferred taxes – Present Use Value

DISQUALIFICATION:
Present-use value is a voluntary program that requires compliance with certain rules by the owner in exchange for preferential tax treatment. If the owner continues to meet the statutory requirements, the property will remain in present-use value. 
However, failure to meet the requirements will result in removal from the program, and, in most instances, the billing of the deferred taxes for the year of disqualification and the three previous years with interest. 
The deferred taxes become due and payable when the property loses its eligibility because of a disqualifying event. A disqualifying event occurs when the land fails to meet any condition or requirement for classification. 
Listed below is a partial and illustrative list of many of the reasons why a disqualification may occur. 
1. Request by the owner for voluntary removal from the program. 
2. Failure to have an approved application. 
3. Transfer to a non-relative who does not qualify for the Exception for Continued Use. 
4. Transfer to a new owner who may qualify for the Exception for Continued Use but fails to file an application or accept the deferred liability. 
5. Transfer to a relative who fails to file an application. 
6. Failure to maintain sufficient acreage in production to meet the minimum size requirements. 
7. Transfer of a portion of the acreage reduces the remaining acreage in production below the minimum size requirements. 
8. Failure to meet the minimum average gross income requirement (agriculture and horticulture only).
9. Failure to provide a sound forestry management plan (when required). 
10. Failure to meet sound management requirements for the property. 
11. Conservation easement is placed on the property which prohibits commercial production of crops, and the conservation easement does not qualify for the conservation tax credit. 
The owner has the responsibility and duty to notify the assessor of any change that could disqualify all or a part of a tract of land receiving present-use value. Notice to the assessor must include complete information regarding the change and notice must be given before the close of the listing period (January) following the change in use.
DEFERRED TAXES:
The difference between the taxes due on the present-use basis and the taxes that would have been due on market value basis, together with any interest, penalties, or costs that may accrue thereon, are a lien on the real property of the taxpayer. The difference in taxes is carried forward in the records of the taxing unit or units as deferred taxes.
Billing of Deferreds:
Year of Disqualification – The tax for the fiscal year that begins in the calendar year in which the disqualification occurred is computed as if the land had not been classified for that year [G.S. 105-277.1F(b)]. 
2. Previous Three Years – The deferred taxes for the three fiscal years preceding the year of disqualification are immediately due and payable with interest [G.S. 105-277.4(c)]. Interest accrues on the deferred taxes as if they had been payable on the dates on which they originally became due. 
If only a part of the qualifying tract of land fails to meet a condition or requirement for classification, the assessor must determine the amount of deferred taxes applicable to that part and that amount becomes payable with interest as provided above. 
