
BUDGETING FOR 
HOMEOWNERSHIP

First-time home buyers often have ªsticker 

shockº at the costs of owning a home. They tend 

to focus their attention on the traditional measure 

of housing expenses such as the mortgage and 

taxes. But owning a home entails new expenses 

as well. These include:  maintenance, repairs, 

supplemental insurance, home improvements 

and decorating. Simple budgeting and planning 

can help ease the burden of these added expenses 

and help make the cost of ownership manageable.  

Making a Budget Is a Priority

Most people enjoy buying things, but don't like to keep 
tabs on their spending. But when you own a home, it is 
worth the extra time and effort to keep records and do 
some ®nancial planning. Here is why you should make a 
household budget a priority:
     
1 A budget helps you prepare for large expenses.

From each paycheck, you should set aside funds for 
potentially large-expense items like a new furnace 
or roof that may need to be replaced in the future.  
Consider this your ªrainy day fund.º

  
2 A budget helps you prepare for surprise expenses. 

Sometimes, unexpected things will happen to your 
house. Imagine coming home after a huge rainfall 
to ®nd water in your basement. Being ®nancially 
prepared to ®x that kind of problem will take away 
some of the stress that comes from unfortunate 
surprises like that.

 
3 A budget will help you plan for the new expenses 

of owning a home. Buying a home involves many 
expenses that you might not have had as a renter.  
Including these expenses in your budget will help 
you avoid getting surprised by unexpected costs.
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How Do I Determine How 
Much My Home Will Cost To 
Maintain? 
How much your home will cost you in maintenance 
and repairs depends on several factors: the age of the 
home, the size of the home, the condition of the home, 
the harshness of the climate, and materials used for the 
construction.

For an annual budget, you should plan to budget 
1-3% of the home's purchase price for maintenance 
and repairs. If you bought a $200,000 home, for 
example, you should be setting aside at least $2,000 
a year. It is then recommended that you divide your 
annual repair and maintenance budget by 12, and set 
that amount aside each month. Some years you'll spend 
less, but others you'll spend more. The amount you set 
aside should be based upon your projections of when 
high-cost items are likely to need repair or replacement.

The age of the home will make a difference in how 
much you spend in maintenance costs since as we 
all know, nothing lasts forever. Depending on the age 
of your home replacement of things like a furnace, hot 
water heater, and roof replacement may be right around 
the corner. In signi®cantly older homes, replacement of 
mechanicals may be necessary. And, if a new kitchen 
is in order, updating things such as wiring and plumb-
ing will be necessary along with the new cabinets and 
countertops. Additionally, your home may be in a historic 
district. If so, the municipality is going to require certain
materials be used on exterior upgrades which will add 
to the cost. Also, older homes may not be up to current 
building code, so certain projects may require upgrades 
simply to meet current building code standards. 

The condition of the home will also play a part in 
overall maintenance cost. If you purchase a home that 
is in disrepair, remember that the extent of the repair 
may be greater than you expected and unforeseen 
problems may arise. Homes are imperfect things, so 
it should be no surprise that things needing repair will 
come up from time to time. Usually these issues are 

What Housing-Related Items 
Belong In a Budget?
Here are some of the things that belong in a household 
budget:

Homeowners' association fees, co-op assessments, 
monthly maintenance fees. If you live in a condo, 
co-op, townhouse development or single-family 
subdivision, it is typical that some sort of fee will 
have to be paid regularly to cover the maintenance 
and expenses of the common areas, landscaping, 
gated security, and/or other services. Some associations 
can collect special assessments for major repairs, 
as determined by the association's board of directors.  

Property Taxes. Most mortgages include an escrow 
account from which property taxes are paid by the lender. 
But if there is no escrow, you must pay the property 
taxes directly. In addition, some local governments may 
have imposed a special assessment on your property for 
speci®c services (e.g. street or sewer repairs).

Utilities. Gas, electricity, cable, satellite, Internet service, 
garbage removal, water and sewer. If your home is on a 
septic system, don't forget to budget for septic-system 
maintenance and repairs. You may also have hard-water 
which requires system maintenance and replacement of 
chemicals for your water softener.

Repairs and maintenance for exteriors and interiors. 
This includes everything from window washing and 
tuckpointing to replacing appliances, carpet, batteries 
and ®lters. If the appliances were left from the previous 
owner (which is typically the case), remember they are 
ªused.º Find out how old they are and check to see if 
they have been kept in good condition.  

Landscape care. Yards, fencing, shrubbery, driveway, 
sidewalks. Don't forget to budget for lawn care 
equipment and products, gardening tools and products, 
and snow removal equipment, if necessary.
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Checklist For Maintaining 
Your Home
1 Roof: Inspect entire roof and around vents, skylights 

and chimneys for leaks. Repair as necessary.

2 Attic: Check for signs of water leakage from the 
roof.  Also look for any sign of termites or rodents.  
Squirrels or rats that nest in the attic can chew 
electrical wiring, which can lead to ®res. If there is 
no ridge vent, keep gable vents open year-round to 
ensure proper ventilation.  

 3 Gutters: In the Fall, clean gutters and drain pipes so 
leaves won't clog them and be sure they drain away 
from the house. Drain outside faucets.

 4 Fireplace: Clean ®replace of ashes. In the Fall, 
check chimney for loose or missing mortar. Have 
chimney professionally cleaned. Make sure damper 
closes tightly. In the Spring, leave damper open for 
improved ventilation if the home is not 
air-conditioned.

 5 Filters: Remember to clean or replace ®lters once a 
month, or as needed. Check and clean dryer vent, air 
conditioner, stove hood and room fans. Keep heating 
and cooling vents clean and free from furniture and 
draperies.
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revealed in a home inspection prior to sale. However, 
it is still wise to plan for an emergency given that the 
cost can vary from project to project.

Where you live will make a difference. With Illinois' 
harsh winters, snow and ice can put wear and tear on 
your building exterior, windows and doors.  

Depending on the type of materials that are used 
to build your home, maintenance costs could be 
higher than you might think. If your home is brick 
construction, tuckpointing is necessary to maintain the 
integrity of the brick. Wood siding needs to be stained 
or painted regularly. Vinyl or aluminum siding however 
is considered ªmaintenance free,º meaning that regular 
painting and staining isn't necessary. However, depending 
on the grade of the product, replacement might need to 
be sooner rather than later.

Don't ignore small problems either. When problems 
aren't taken care of when they're small, they only get 
bigger. A small problem like a leaky toilet easily can lead 
to a rotted ¯oor, termites and moldÐall of which are 
much more expensive to remedy.

Many people get into trouble because they don't 
spend enough on home repairs. When the house 
gets bad enough, people try to sell it and move on to 
something new. Even in hot markets, buyers are likely 
to ask for expensive concessions to pay for the repairs 
that should have been done all along.



 6 Safety Equipment: Illinois law mandates the 
placement of carbon monoxide detectors and 
smoke detectors in residences. Ensure that all 
smoke detectors, carbon monoxide detectors and 
®re extinguishers are in good working order. Replace 
batteries in appropriate devices as needed, or at 
least twice each year.

 7 Air Conditioner: Change ®lters monthly or as 
recommended by the ®lter manufacturer. Also, remove 
window air-conditioners or put weatherproof covers 
on them.

  
 8 Faucets: Check for leaky faucets in kitchen and 

bathroom(s). Replace washers as necessary.

 9 Windows and Doors: Look for cracks at the top 
corners of interior windows and doors and seal as 
necessary. Replace seals as needed.

10 Storm Windows and Screens: In the Fall, take 
down screens (if removable type) and replace with 
storm windows. In the Spring, remove, clean, and 
store storm windows (if removable). Check and 
patch all door and window screens. Put screens up 
(if removable type).

11 Siding and Paint: Look for cracks and holes in 
house siding or paint. Replace caulk if necessary. 
A carpet knife can work well for cutting away old 
caulking from house siding. Slice down alongside it 
from both directions with the hook-like blade, then 
use the knife to lift out the old caulk bead intact.

12 Basement: Check basement walls and ¯oor for 
cracks, leaks, and dampness. Be sure to clean 
dehumidi®er regularly, if you have one.

13 Heating System: In the Fall, have heating system 
serviced. Change ®lters regularly.

14 Hot Water Heater: In the Fall, drain hot water heater. 
Remove sediment from the bottom of the tank.

15  Refrigerator: Make sure your refrigerator door 
seals are airtight. Test them by closing the door over 
a dollar bill. If you can pull the bill out easily, the 
latch may need to be adjusted or the seal may need 
to be replaced. In addition, if you have a coil-back 
refrigerator, vacuum the coils at least twice each 
year. Your refrigerator will run more ef®ciently with 
clean coils. Also, stock up! A full refrigerator uses 
less energy than an empty one.

16 Outdoors: Trim trees and shrubs away from house. 
Clean under decks and porches. Check foundation 
and brick for cracking. Clean out basement window 
wells. Check the lawn for burrowing animals.
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Furnishings Can Add Up 
Quickly

You'll also want to budget money for additional 
furnishings. You may also be buying a washer and 
dryer, window treatments, lighting ®xtures, and carpet 
Ðall of which can add up to thousands of dollars.  
Figure out your budget ahead of time and make sure 
you have that amount in savings. If you are ®nancing 
these items, make sure that those monthly payments 
are a part of your regular budget.  

Major Home Improvements

Big projects such as a major kitchen remodel or 
adding a room can be very costly. If you are thinking 
about doing a major renovation that involves taking 
out a home equity loan (or some other type of 
®nancing), you should consider whether this project 
will help the home appreciate in value. Consider calling 
your REALTOR"  to do a market analysis of your home 
that re¯ects the actual value of the improvement before 
you proceed with the project. This will give you an idea 
of what the return on your investment will be. Another 
consideration is how long you intend to stay in the 
home. Will you live in the home long enough to really 
enjoy the improvement that you are paying for? 

Plan and Budget

Knowledge is power, and the same can be said for 
homeownership. The best way to avoid the shock of 
homeownership costs is to prepare yourself mentally 
and ®nancially. Then you can meet the inevitable bills 
with con®dence. You'll be a happier homeowner, and 
your well-maintained home will re¯ect your good 
planning!

Additional Resources:
www.yourillinoishome.com   |   www.houselogic.com

Homeowner Insurance: 
Make Sure You're Covered

When taking out a mortgage to buy a home, your lender 
will require you to purchase homeowners insurance. 
These policies cover you for most damage to your 
property, such as that caused by ®re or theft.

Homeowners insurance doesn't cover everything, 
however. Floods, tornados, hurricanes, earthquakes, 
and mine subsidence are among the perils that typically 
aren't included. If you live in an area where one or more 
of these catastrophes is a possibility, you should consider 
buying supplemental insurance to cover your risk. The 
cost varies widely, from less than a hundred dollars to 
thousands of dollars a year. Check with your insurance 
provider.

You may also need to buy additional coverage if you have 
a large collection of antiques, valuable jewelry, furs or a 
lot of computer equipment. Homeowner policies usually 
put limits, often fairly low, on how much of these items 
they will pay for, and require you to buy a rider for an 
extra fee if you want them fully covered.
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