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North Carolina Property Tax 

Assessment and Appeals Procedure 
 

by Charles B. Neely, Jr. and Nancy S. Rendleman 
 

 
All privately owned real and personal property (including intangible property) is subject to ad 

valorem taxation in North Carolina unless it is constitutionally exempted, or classified and excluded from 
taxation by statute.1  Since the property tax annually generates city and county tax revenues in excess of 
$4 billion, it is an important part of the tax structure in North Carolina.   

 
Property statutorily classified and excluded from property taxation under authority of Article V, 

Sec. 2(2) of the North Carolina Constitution is as diverse as the interest groups which have influenced the 
General Assembly to adopt their views of good public policy.  The major classifications of excluded 
property include property used for environmental protection purposes, household furnishings, property 
belonging to a wide variety of non-profit organizations, intangible personal property other than leasehold 
interests in exempted real property, inventories of manufacturers, retailers and wholesalers, and some 
forms of computer software.2  Other property, most notably residential properties occupied by poor, 
elderly or disabled individuals and qualified agricultural, horticultural and forestland properties, are 
classified and assessed at reduced valuations.3  

 
Most real and personal property is assessed locally by county assessors.  The property of public 

service companies (railroads, electric power companies, telephone companies, etc.) is centrally assessed 
by the Department of Revenue each year.  The assessment of both classes is governed by the Machinery 
Act.4

 
A. Listing and Assessment of Locally Assessed Real and Personal Property  
 and Appeals to County Boards of Equalization and Review. 

 
All property subject to assessment must be assessed “at its true value in money,” or fair market 

value.5 Further, under the North Carolina Constitution, all property in each county must be assessed 
uniformly.6 As an example, it would constitute a violation of uniformity principles for the assessor to 
distinguish in assessment practice between property that has been sold and similar property that has not 
been sold.  See Edward Valves, Inc. v. Wake County.7  

 
The value of business personal property is determined annually as of January 1 based upon 

annual business personal property tax listings that must be filed by taxpayers in the county where the 
property is sited as of the first day of the year.8  Typically, counties determine the value of such property 
using tables promulgated by the Department of Revenue which are designed to calculate fair market value 
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by “trending” the installed historic cost of property by vintage year of acquisition to current replacement 
cost and then depreciating the current replacement cost through the use of depreciation tables based upon 
the estimated lives of classes of assets.  While acceptable for mass appraisal purposes, the tables are 
generally not designed to account for external and functional obsolescence and unusual physical 
depreciation. 

 
In some counties, notice of assessed value of business personal property will be mailed in the 

spring; in most counties, the taxpayer notice will be in the form of the annual tax bill, generally mailed in 
August.   

 
The other major category of assessable personal property consists of motor vehicles, boats, 

airplanes and mobile homes, all of which are assessable on an annual basis. 
 
Real property is valued on a county-wide basis by the county tax assessor every eight years, 

unless the local taxing jurisdiction advances its revaluation schedule.9  Many North Carolina counties are 
now revaluing all real property every four (4) years.  An individual taxpayer’s real property may be 
revalued between scheduled revaluation years if the value changes as a result of certain events, such as 
additions or expansions to a structure.10  In appraising real property, the county tax assessor must follow a 
prescribed schedule of values that is approved by the county board of commissioners in preparation for 
the county-wide revaluation and is used to ensure the uniform assessment of real property.11

  
If a taxpayer concludes that his real property has been over assessed, it is advisable to appeal the 

assessed value during the revaluation year.  Any relief granted will be effective for the year appealed and 
future years in the revaluation cycle.   Appeals may, however, be taken after the revaluation year.  See In 
Re Property of Pine Raleigh Corp.12  In such cases, the valuation of the property will be determined as of 
January 1 of the prior revaluation year, subject to the limited exceptions set forth in N.C.G.S. 105-287 
governing changes to the property thereafter.  The relief granted will not be retroactive. 
  

Even though a property’s valuation has changed significantly since the general revaluation date, 
if the valuation change is not confined to something peculiar to the property, but is due to “economic 
changes” affecting the county in general, the property’s assessed value may not be changed until the next 
revaluation.13

 
In the event that a taxpayer objects to the county tax assessor’s listing, appraisal or assessment of 

the taxpayer’s real or personal property, the taxpayer may appeal to the county board of equalization and 
review.14  The board of equalization and review is comprised of the board of county commissioners unless 
the board of county commissioners has authorized a special board of equalization and review to hear 
property tax appeals.15  County boards of equalization and review convene between the first Monday in 
April and the first Monday in May of each year to hear property tax appeals and must adjourn no later 
than July 1, (December 1 in revaluation years ), or later under certain circumstances when the board has 
received a timely-filed appeal prior to its adjournment for the year.16  In non-revaluation years it is not 
uncommon for boards to meet and adjourn on the same date.  Since appeals to the county board must be 
filed prior to its adjournment,17 in non-revaluation years a taxpayer would be well advised to file its 
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appeal before the board convenes.   
 
In revaluation years, some counties publish notice that the board will adjourn on June 30 or some 

other date, except for the purpose of hearing pending appeals.  The purpose of this notice is to cut off the 
time for filing appeals as of the noticed date of adjournment, even though the board will continue to meet 
after that date to hear appeals previously filed.  While the statutory scheme is ambiguous on this point,18 a 
taxpayer should acquaint itself with the local rules to ensure that its appeal is timely filed.  If a notice of 
the assessment of real or personal property is not delivered until after adjournment of the county board, it 
is generally accepted that an appeal is timely if filed before year end on the grounds that failure to afford 
a hearing would constitute a denial of due process.   

 
Upon appeal by a taxpayer who owns property in the county, the county board of equalization 

and review will review any decision of the county tax assessor with regard to the listing or appraisal of 
the taxpayer’s property.19  The county board is authorized to examine and adjust the appraised value of 
the taxpayer’s property and take other steps necessary to ensure that the property is appraised and taxed in 
conformity with statutory requirements.20  If a taxpayer is “aggrieved” by the assessment of property he 
does not own, he may also appeal that assessed value.21   

 
Hearings before county boards are informal.  Taxpayers may represent themselves, be represented 

by counsel and, in most counties, by family members, accountants or tax representatives.  Witnesses are 
not sworn and the rules of evidence are not followed. 

 
B. Discovery Assessments and Appeal Procedure. 
 
If the county tax assessor determines that a taxpayer has not properly listed all real or personal 

property required to be listed, the assessor may make a discovery assessment of the unreported or under-
reported property and charge penalties at the rate of 10% per year for the failure to report the property.22  
The assessor may make a discovery for the current year and the prior five (5) years.23  Once the county 
tax assessor makes a discovery assessment, the assessor’s listing and appraisal of the discovered property 
will become final unless the taxpayer files with the assessor a written exception to the discovery within 
thirty (30) days after receiving notice of the discovery.24  Upon receipt of a timely written exception, the 
assessor will arrange a conference with the taxpayer to allow the taxpayer an opportunity to present 
evidence and arguments regarding the discovery.25  Within fifteen (15) days of the conference, the 
assessor must give written notice of his final decision to the taxpayer.26  The taxpayer then has fifteen 
(15) days from the date of the notice to appeal to the county board of equalization and review or, if the 
board of equalization and review is not in session, to the county board of commissioners.27

 
In recent years, many counties have used the services of contract auditors who frequently work 

on a contingent fee basis.  This procedure, while objectionable to taxpayers confronted by an auditor who 
will be paid based upon his success in defending his assessment recommendations to the assessor, has 
been approved by the North Carolina Supreme Court.28
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C. Listing and Assessment of Centrally Assessed Property   
 
The property of centrally assessed public service companies (PSC) is annually assessed by the 

Department of Revenue.29  The values of system property (the realty and personalty used in public service 
activities, whether in or out of North Carolina) are in most instances determined based upon the unit value 
of the entire PSC and are then apportioned to North Carolina based upon the ratio that the taxpayer’s 
property, business or mileage in North Carolina bears to its total property, business, or mileage.30  The 
North Carolina apportioned value is then allocated by the Department among local taxing units based 
upon statutory formulas set forth for each PSC.31

 
The value of non-system PSC property (realty and personalty not used in public service activities) 

is appraised by the Department and certified to the taxing units in which the properties are situated.32   
 
The valuations of system and non-system real and personal property certified by the Department 

to local taxing units are then assessed locally at the same rates of tax levied against other property in the 
local taxing jurisdictions. 

 
To prevent discrimination in taxation against centrally assessed taxpayers in favor of local 

taxpayers, and to cure the discrimination inherent in a system in which locally assessed real property is 
revalued octennially and PSC property is assessed annually, the General Assembly enacted remedial 
relief.33  In simplified terms, the appraised value of PSC system property is adjusted by applying to the 
amount allocated to each county a percentage which reflects the level of assessment of other property in 
the county compared to its fair market value based on real estate sales assessment ratio studies conducted 
in the revaluation year and the fourth and seventh years thereafter, if the sales assessment ratio studies 
show a level of real estate assessment in the county below 90%.34   This procedure is designed to correct 
for the effects of inflation and demand on the purchase price of real property over the reassessment cycle, 
which generally results in real property being assessed at less than fair market value in later years of the 
cycle.   

 
Valuation, apportionment and equalization decisions of the Department of Revenue relative to 

PSC property are subject to appeal by the taxpayer to the Property Tax Commission.35

 
D. Review by Property Tax Commission. 
 
If a taxpayer objects to the resolution of his locally assessed property tax appeal by the county 

board of equalization and review or board of county commissioners, or if a public service company 
objects to a valuation or apportionment decision by the Department of Revenue, the taxpayer may appeal 
to the state Property Tax Commission.36  Three of the five members of the Commission are appointed by 
the Governor, one member is appointed by the Speaker of the North Carolina House of Representatives 
and one member is appointed by the President Pro Tempore of the North Carolina Senate.37   

 
For locally assessed property, written notice of appeal to the Commission must be filed within 
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thirty (30) days after the date that the county board of equalization and review mails a notice of its 
decision to the property owner.38  An appeal by a PSC to the Commission must be filed within 20 days 
after the date the Department of Revenue mails notice of its tentative appraisal and apportionment.39  
Challenges to equalization decisions must be given within 30 days after the mailing of the Department’s 
notice.40 The Commission promulgates rules governing its procedures, which may be found at 17 
N.C.A.C. 11. 

 
Under the Commission procedures, the taxpayer must timely request a hearing. According to 

Commission rules, only taxpayers appearing pro se or attorneys licensed to practice law in North Carolina 
may file appeals to the Commission or otherwise appear before that body.41   

 
After an appeal is filed, the staff of the Property Tax Division of the Department of Revenue will 

consult with both the taxpayer and the county in an attempt to informally mediate the appeal.  The staff is 
knowledgeable and helpful and their efforts are frequently successful.   

 
Although the Rules of Civil Procedure do not apply to proceedings before the Commission, the 

rules pertaining to discovery have been adopted and are available for use by the parties.42  In addition, the 
Commission has the authority to issue subpoenas.43 The full Commission may hear the taxpayer’s appeal 
or, in rare instances, it may designate one or more Commission members or Department employees to 
hear the appeal and issue a proposed decision which may then be accepted or rejected by the full 
Commission after review of the record and any written arguments of the parties.44  Typically the 
Commission meets monthly, usually, but not always, in Raleigh.  Hearings before the Commission are de 
novo and are conducted under the rules of evidence.45   

 
The North Carolina Supreme Court has ruled that to successfully challenge a tax assessment 

before the Commission, the taxpayer must show that (1) the assessor used an arbitrary or illegal method 
of valuation and (2) the assessment substantially exceeds the true value in money of the property.46  

 
Hearings before the Commission on the assessed valuation of properties typically involve battles 

between expert witnesses, including appraisers, cost estimators and engineers, and generally turn on 
questions of the highest and best use of the property, the determination of obsolescence and depreciation 
under the cost approach to value, the comparability of “comparable sales” under the market data approach 
to value, and calculations of net operating income and its appropriate capitalization, or use of the 
discounted cash flow method, under the income approach to value. 

 
E. Judicial Review. 
 
Any party aggrieved by a final order or decision of the Commission may appeal to the North 

Carolina Court of Appeals by filing with the Commission within thirty (30) days after entry of the final 
decision or order being appealed a notice of appeal and a statement of alleged errors made by the 
Commission in its decision.47  The appealing party must also serve notice of the appeal on all other parties 
to the action and perfect the appeal in the Court of Appeals in accordance with the Rules of Appellate 
Procedure.  Either the taxpayer or the taxing jurisdiction may appeal the decision of the Court of Appeals 
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to the North Carolina Supreme Court as provided in the Rules of Appellate Procedure.  
 
 
F. Action Brought Directly in Superior Court. 
 
A taxpayer may, in certain circumstances, bypass administrative appeals of its property tax 

assessment and seek judicial review in a state trial court by filing with the city or county that imposed the 
tax a demand for the release of any tax assessed but not paid or, in the event that the taxpayer has already 
paid the tax, a claim for refund.48  This procedure is available only in instances where the taxpayer alleges 
that the property tax was imposed through clerical error, an illegal tax, or a tax levied for an illegal 
purpose.  It would not, for instance, apply where the taxpayer challenges the appraised value of its 
property.49

 
If the taxing body does not grant the requested release or refund within ninety (90) days after 

receipt of the request, the taxpayer may file suit against the taxing body for the tax amount claimed.50  If 
the taxpayer sought a release from an unpaid property tax and did not receive the requested release of the 
tax from the taxing body, the taxpayer must first pay the tax due before filing suit.  The taxpayer in that 
circumstance may file suit within three (3) years after payment of the tax.  A taxpayer filing suit after the 
90-day period for approval of his refund claim has passed must file suit within three (3) years after the 
date when the governing body was required to act on the taxpayer’s refund claim.51   

 
Conclusion 

 
 The assessment and appeals procedure set forth in the Machinery Act are comprehensive.  Failure 
to follow its procedures may result in dismissal of a taxpayer’s appeal but an understanding of them will 
allow attorneys to assist their clients in resolving property tax disputes and possibly reduce their tax 
assessments. 
 

 Charles B. Neely, Jr. and Nancy S. Rendleman are engaged in the practice of state and local litigation with 
Williams Mullen.  Steven B. Long of the firm also contributed to the article. 

 
This article originally appeared in the Winter 2001 edition of the North Carolina State Bar Journal. 
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