
 

 

Title: Understanding Property Taxes 

When buying a home, most people focus on the purchase price and monthly mortgage 
payment. 

But there’s another important cost buyers need to understand: Property taxes. 

If you’re new to homeownership, property taxes can feel confusing at first, but understanding 
the basics can help you budget more confidently and avoid surprises later. 

What Are Property Taxes? 

Property taxes are taxes paid by homeowners based on the value of their property. 

They are typically assessed by: 

●​ Counties 
●​ Cities 
●​ Local municipalities 

These taxes help fund important community services and infrastructure. 

What Are Property Taxes Used For? 

Property taxes often help support things like: 



 

●​ Public schools 
●​ Roads and infrastructure 
●​ Police and fire departments 
●​ Parks and recreation 
●​ Libraries and local services 

In many communities, property taxes play a major role in maintaining local quality of life. 

How Are Property Taxes Calculated? 

The exact calculation varies depending on the location, but generally property taxes are based 
on: 

1. Assessed Property Value 

Your local tax authority determines the assessed value of the home. 

This may be based on: 

●​ Market value 
●​ Comparable sales 
●​ Property characteristics 

2. Local Tax Rate 

Your area applies a tax rate (sometimes called a mill rate) to the assessed value. 

The formula is generally: 

Assessed Value × Local Tax Rate = Property Taxes 

Why Property Taxes Vary So Much 

Two homes with similar prices can have very different tax amounts depending on: 

●​ The city or county 
●​ School districts 
●​ Local tax rates 
●​ Property exemptions 

Location matters just as much as home price. 

Can Property Taxes Change? 

Yes. 



 

Property taxes can increase or decrease over time based on: 

●​ Changes in home values 
●​ Local budget needs 
●​ Tax rate adjustments 

In some areas, taxes may rise significantly after a home is purchased and reassessed. 

Are Property Taxes Included in Mortgage Payments? 

Often, yes. 

Many homeowners pay property taxes monthly as part of their mortgage payment through an 
escrow account.  

The lender then pays the taxes on the homeowner’s behalf when they’re due. 

Why Buyers Should Pay Attention to Property Taxes 

Property taxes directly affect your: 

●​ Monthly payment 
●​ Long-term affordability 
●​ Overall budget 

Sometimes a lower-priced home can actually cost more monthly because of higher taxes. 

Final Thoughts 

Property taxes are not the most exciting part of buying a home, but understanding them is an 
important part of making a smart financial decision. 

The more informed you are, the more confident you’ll feel throughout the buying process. 

Thinking About Buying? 

If you’re exploring homes and want help understanding how taxes may impact your monthly 
costs, I’d be happy to help walk you through it. 

No pressure; just helpful guidance so you can make informed decisions. 
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