I I O M EW I S E Real Estate Tips and Advice

Hidden Costs of Homeownership

Unexpected Expenses Every Buyer Should Prepare For

uying a home is an excit-
B ing milestone, but many

first-time buyers are
caught off guard by the addi-
tional expenses that come
with ownership.

Beyond the mortgage pay-
ment, there are ongoing costs
that can impact your budget.
Here’s what to prepare for
before signing on the dotted
line.

PROPERTY TAXES
AND INSURANCE

Property taxes vary widely
based on location and the
home’s assessed value. Some
buyers are surprised to find
that their monthly tax bill is
higher than expected, espe-
cially if the area has recently
reassessed property values. Be
sure to research local tax rates
before purchasing.

Homeowners insurance is
another essential expense.
While mortgage lenders
require coverage, policies can
vary in cost depending on the
home’s age, location and risk
factors like flood zones or fire-
prone areas. It’s also wise to
budget for supplemental poli-
cies if you need additional
coverage, such as earthquake
or flood insurance.

Many lenders include prop-
erty taxes and insurance in an

escrow account, meaning
these costs are bundled into
your monthly mortgage pay-
ment. However, if your escrow
account runs short due to tax
increases or policy changes,
you may need to cover the dif-
ference out of pocket.

MAINTENANCE
AND REPAIRS
Unlike renting, homeowner-

ship means you're responsible
for all upkeep and repairs.
Even newer homes require
routine maintenance, such as
HVAC servicing, gutter clean-
ing and pest control. A good
rule of thumb is to set aside
1-2% of your home’s value
annually for maintenance
costs.

Unexpected repairs can be
costly. A failing water heater,
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roof damage or plumbing
issues can quickly add up.
Having an emergency fund
specifically for home repairs
can help cover these expenses
without financial strain.

For those purchasing older
homes, renovation costs
should also be factored in.
Appliances, electrical systems
and plumbing may need
updates sooner than expected,

and remodeling projects can
stretch budgets if not carefully
planned.

UTILITIES AND HOA FEES

Monthly utility bills can be
another surprise for new
homeowners. Heating, cool-
ing, water and electricity costs
often increase with larger
homes compared to apart-
ment living. Reviewing past
utility bills for the property
can provide a realistic esti-
mate of ongoing expenses.

If your home is in a planned
community or condominium,
you may also be responsible
for homeowners association
(HOA) fees.

These fees cover communi-
ty amenities, landscaping and
maintenance but can vary sig-
nificantly depending on the
neighborhood. In some cases,
HOAs also charge special
assessments for unexpected
repairs to shared facilities, so
it’s important to read the fine
print before buying.

Owning a home offers sta-
bility and investment poten-
tial, but being financially pre-
pared is key to long-term suc-
cess. By budgeting for hidden
costs like taxes, maintenance
and utilities, you can enjoy
homeownership without
financial stress.
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For those purchasing older
homes, renovation costs
should also be factored in.
Appliances, electrical systems
and plumbing may need
updates sooner than expected,
and remodeling projects can
stretch budgets if not carefully
planned.

UTILITIES AND HOA FEES

Monthly utility bills can be
another surprise for new
homeowners. Heating, cool-
ing, water and electricity costs
often increase with larger
homes compared to apart-
ment living. Reviewing past
utility bills for the property
can provide a realistic esti-
mate of ongoing expenses.

If your home is in a planned
community or condominium,

you may also be responsible
for homeowners association
(HOA) fees. T

hese fees cover community
amenities, landscaping and
maintenance but can vary sig-
nificantly depending on the
neighborhood.

In some cases, HOAs also
charge special assessments for
unexpected repairs to shared
facilities, so it’s important to
read the fine print before buy-
ing.
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Escrow Account: An escrow account is a financial arrangement where a mortgage lender collects and holds money for property taxes and homeowners insurance. The lender then pays

these expenses on the homeowner’s behalf to ensure they remain current.
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