
 

 
“TAXED OUT OF THEIR HOMES” – 

REALLY?  
A common rallying cry in the push for local government appraisal caps and 
revenue caps is that Texans are being “taxed out of their homes.” Supposedly, 
vulnerable seniors are most often “taxed out of their homes,” but apparently no 
homeowner is immune.  

Who are these people? Do they really exist? It is doubtful that many do exist, for 
several reasons.  

(1) People who do actually lose their homesteads usually lose them for reasons 
other than taxes. Sometimes people buy too much home and then can’t make 
the payments when financial setbacks occur. According to an economist with the 
Texas A&M University Real Estate Center, as quoted in a recent Dallas Morning 
News article, “A number of people stretched themselves to the hilt to get qualified 
for even higher-priced homes than they could reasonably have expected to get in 
the past. I think this frenzy of easy credit has led to the high numbers of 
foreclosures.” According to a Freddie Mac economist quoted in the same article, 
two-thirds of foreclosures are triggered by a financial setback such as 
unemployment, curtailment of income, or some kind of illness or death in the 
family. In increasing numbers, homebuyers take out risky adjustable rate 
mortgages (ARMs) and can’t make the payments when interest rates rise. 
“Customers have gotten themselves into loans they probably didn’t understand,” 
said Bob Caruso, a mortgage servicing executive with Bank of America, in the 
Dallas Morning News article. “Loans with adjustable rates do actually adjust 
upward.” A final mortgage problem is that some homebuilders exclude taxes on 
the new house from the estimated escrow payments when helping homebuyers 
pre-qualify for loans. Instead, they base their estimates on the value of the land 
only. This oversight makes it easy to qualify for the loan itself, but totally misleads 
the buyer about taxes that will be due. All these problems are real, and can no 
doubt lead to foreclosures. But none of these problems is a direct result of rising 
tax bills.  



(2) There is absolutely no reason for seniors to be taxed out of their homes. 
Seniors already benefit from a host of property tax exemptions that allow them to 
pay lower property taxes than others—generous optional homestead exemptions 
and tax freezes. If these are not sufficient, however, a senior can simply file a 
“deferral” form at the local tax office. After this filing, a senior need not pay 
any more property taxes at all for the rest of his/her life. Deferred taxes are 
paid out of the sale price of the home. Having taxes come out of the estate may 
have its downsides, financially and psychologically, but it’s a far cry from getting 
taxed out of a home.  

(3) In such states as Florida, many first-time homebuyers cannot afford to 
purchase homes in established neighborhoods. This is not because of the size of 
local government tax levies, however, but because appraisal caps—three 
percent in Florida—shift the tax burden from established homeowners to new 
homebuyers, because the appraised value of a home “pops up” to market value 
when the home is sold.  

If Texas goes to a lower appraisal cap, people may get “taxed out” of buying the 
home they want to, but it won’t be because of local government tax levies. It will 
be a side-effect of the lower appraisal cap. 

Nobody likes to pay taxes, and property taxes tend to be a more visible target 
than sales taxes. But the idea that taxes are literally driving hundreds of people 
from their homes is very likely an urban myth.  
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