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Abstract

This paper introduces a structural reform model for residential property taxation designed
to restore owner-occupancy financial and ownership stability, reduce artificial market
distortion, and rebalance local housing ecosystems impacted by institutional acquisition
patterns.

The Three-Tier Property Tax Stabilization Framework establishes differentiated taxation
treatment based on occupancy classification and ownership duration. Itis not a rate cap,
freeze, or temporary exemption model. It is a structural reclassification approach designed
to align tax burden with market impact and housing market participation.

The framework proposes three defined tiers for residential property taxation:
Tier | - Long-Term Primary Owner-Occupancy
Eligible for tenure-calibrated property tax structure.

Applies to individuals who have continuously occupied a property as their primary
residence for a defined duration. A defined statutory longevity threshold (e.g., 10 or 20
years, subject to legislative determination).

¢ Stabilized baseline valuation reference
* Reduced reassessment volatility
¢ Graduated longevity-based tax moderation

¢ Anti-flipping safeguards
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Rationale:

Long-term owner-occupants provide civic continuity, tax reliability, and community
stabilization. Their tax treatment should reflect contribution to structural housing stability
rather than speculative valuation cycles.

Tier Il - Primary Owner-Occupied Residential Property

This tier maintains the baseline residential rate without longevity-based reduction.
Verified primary residences occupied by the owner for fewer than the defined Tier |
longevity threshold (e.g., under 10 or 20 years).

Primary Residence Classification Protection
Recognizes the property as residential shelter, not speculative or institutional asset.
Ensures:

e Protection from reclassification as investment property

e Clear separation from non-owner-occupied holdings

Market-Responsive Assessment

Subject to standard reassessment methodology consistent with existing residential
frameworks. No enhanced stabilization measures reserved for long-term civic anchors
(Tierl).

Continuity Incentive Pathway

Creates a transparent pathway toward Tier | qualification through continued owner-
occupancy.
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This establishes:
¢ Incentive for long-term residency
e Gradual civic integration

e Predictable future tax trajectory

Distinction from Asset Use
Tier Il applies only to verified primary residences.

Second homes, vacation properties, and small-scale rental holdings are classified
separately under Tier II-B

Rationale Framing

Tier Il recognizes:
¢ New and mid-term homeowners as legitimate residential participants
e Market mobility as normal and necessary

e Theimportance of maintaining neutral, stable taxation during early and mid-term
ownership

This tier preserves fairness while reserving enhanced stability protections for long-term
civic continuity (Tier I).

Tier Il maintains taxation neutrality for primary residences while establishing a structured
pathway toward enhanced stability classification based on longevity.

What Tier Il Is NOT
Itis not:
e A penaltytier
e Atransitional probation category

e Alesser homeowner class
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It is the standard residential classification within a stability-weighted model.

This tier recognizes primary residence ownership as a stabilizing civic function rather than
a speculative asset class.

Tier 1I-B — Limited Non-Primary and Small-Scale Residential Ownership
(Optional Legislative Consideration)

Applies to:
Individually owned residential properties that are not the owner’s primary residence,
including:

e Second homes
e Vacation properties
¢ Individually owned rental properties

e Small-scale landlords owning fewer than a defined threshold (e.g., under 10
residential units statewide)

Classification Purpose
Tier II-B recognizes the distinction between:
o Residential shelter (Tier | & 1I-A), and
e Limited asset utilization by individuals operating below institutional scale.

This tier preserves small-scale participation in the housing market while maintaining
structural separation from both long-term civic anchors and large-scale aggregators.

Potential Structural Features
The legislature may consider the following elements:
e Slightly Adjusted Residential Rate

A modest rate differential above Tier lI-A to reflect non-primary usage while avoiding
punitive treatment of small landlords.
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e Standard Market-Based Assessment
Subject to existing valuation methodologies without longevity stabilization provisions.
e Portfolio Threshold Definition

Applies only to ownership below a defined scale (e.g., fewer than 10 units statewide or
below a defined assessed value cap). Ownership exceeding this threshold would
transition to Tier Il classification.

e Anti-Fragmentation Safeguards

Provisions to prevent artificial entity division (e.g., multiple LLCs with common control)
designed to avoid institutional classification.

e Seasonal Use Recognition

Optional differentiation for properties classified as seasonal or part-time occupancy to
reflect service demand patterns on local infrastructure.

Policy Rationale

Tier Il-B:
e Maintains space for small-scale landlords and family-owned rental properties
e Distinguishes individual asset ownership from institutional aggregation

e Prevents structural overcorrection that could unintentionally reduce local rental
supply

This tier avoids conflating:
e Aretiree renting one property with

e Acorporate portfolio acquiring hundreds of homes algorithmically.

Optional Graduated Consideration
The legislature may consider a graduated structure within Tier II-B based on:

e Number of properties owned
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o Total assessed residential value
e Geographic concentration

Such calibration ensures proportionality without creating abrupt classification cliffs.

Tier lll - Institutional / Corporate / Bulk Residential Ownership

Tier lll properties are subject to a scale-calibrated, market-impact aligned tax structure
reflecting aggregated ownership and systemic housing market influence. Specific rate
calibration would be determined through fiscal modeling and legislative review.

Applies to corporate entities, LLC clusters, REIT holdings, and bulk residential acquisitions
exceeding defined thresholds.

e Market-based dynamic assessment

e No owner-occupancy protections

e Structural adjustment mechanisms reflecting concentration impact
e Potential graduated surcharge tied to portfolio scale

This tier recognizes institutional aggregation as a market force with measurable supply and
pricing impact. Tax structure reflects systemic influence rather than treating institutional
portfolios as equivalent to individual homeowners.

Policy Rationale

Traditional property tax systems operate under uniformity assumptions that no longer
reflect modern housing market realities. Current frameworks fail to distinguish between:

e Long-term, established homeowners
e Traditional homeowners and Small-scale investors
e Large-scale institutional aggregators

Uniform taxation across structurally dissimilar ownership categories produces distortion,
accelerates displacement risk, and amplifies market concentration.
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This framework corrects structural misclassification without imposing artificial price
controls or temporary political remedies.

It introduces classification clarity, equity alignment, and systemic stability. Classification is
based on ownership structure and market function, not personal identity or demographic
status.

Distinguishing Features
This model:
e Isnotataxcap.
e Isnota seniorfreeze.
¢ Isnota hardship exemption.
e Isnotatemporary rebate program.

Itis a classification-driven taxation architecture designed to reflect real market behavior
that more accurately reflects the modern single family home and general real estate
market.

Implementation Considerations
The framework is compatible with:
o State-level enabling legislation
e County-level assessment reform
¢ Municipal tax code modification
It requires:
e Clear occupancy verification standards
¢ Defined institutional ownership thresholds

e Anti-avoidance provisions for shell entity clustering
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Conclusion

Beginning in 2020, North Carolina experienced a significant increase in large-scale
institutional acquisition of single-family residential properties. Over a sustained five-year
period, portfolio-based ownership became a measurable and influential component of the
housing market in several regions of the state.

North Carolina’s uniform property tax framework was developed at a time when residential
ownership was predominantly individual and owner-occupied. The statutory structure does
not currently differentiate between traditional residential ownership and large-scale
portfolio aggregation, a market configuration that has materially expanded in recent years.

Policymakers may therefore wish to consider narrowly tailored mechanisms that
acknowledge this structural evolution while maintaining constitutional uniformity
standards and revenue stability.

The Three-Tier Property Tax Stabilization Framework restores structural coherence to
residential taxation by distinguishing between shelter, asset, and institutional market
instrument.

It does not penalize investment or restrict ownership. It corrects classification
misalignment.

In an era of concentrated residential acquisition and accelerated valuation cycles,
structural clarity is necessary for civic stability.
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Intellectual Property Notice
© 2026 Jennifer A. Hoffman. All Rights Reserved.

The Three-Tier Property Tax Stabilization Framework is a proprietary policy architecture and
original structural classification model.

Reproduction of this proprietary framework, structural model, or classification architecture
for advisory, consulting, academic, or commercial use requires written licensing
authorization.

This framework is not released into the public domain.
Public commentary does not constitute licensing permission.

For professional, advisory, legislative, or implementation licensing inquiries:

Contact form is available at this link.
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