Tips To Gain the Most From Your Tax Refund

Source: Sue Badenhop

Want to get your family finances in better shape?

Consider using your income tax refund as a one-time sum to help you begin this process.

Take a good look at your overall financial situation including debts, credit card use and savings, among other aspects.  Set financial goals and write down a spending plan.  This is the first step to being financially fit.

Have a meeting to discuss the family financial situation.  Involve all members in the plan to make expenses equal to or less than income.  Everyone should be aware of long-term financial goals such as paying for college education or college retirement savings.  This communication will help younger members understand realistic limits about what the family can afford.
When evaluating your debt situation, pay particular attention to those credit card balances with the highest interest rate. Focus on either paying down or paying off those balances with the highest rates.  If you receive a substantial refund, consider eliminating several credit card balances.

To see how much you can save on interest payments by using the tax refund as one-time debt payment, visit your (County Name) Cooperative Extension Service office to use a PowerPay analysis of your financial situation.  You’ll be surprised at how much a $500 payment will reduce long-term debt.

Develop a plan to manage credit card use.  As you pay off credit card balances, close these accounts; keep one card for emergencies.  Discipline spending so you’ll be able to pay the balance on your credit card before the end of the grace period.  An even better idea is to pay cash for purchases.

Another good use of your income tax refund is for a major purchase or home repairs you’ve had to postpone due to finances.

You could invest the tax refund in a savings account or a money market fund to accumulate money for a future payment or emergency.  It’s a good idea to have an emergency savings account equal to six months of income.  Investing this refund will help you become financially secure with an adequate emergency fund.

Review your withholding statement.  Determine if your refund is due to excess withholding, or a one-time refund as a result of unusual deductions on your tax return.  If it is the former , consider reducing your withholding.  Put the difference into a savings account rather than letting the government having your money interest free for a year.  


For more information, contact your (County Name) Cooperative Extension Service.

Educational programs of the Kentucky Cooperative Extension Service serve all people regardless of race, color, age, sex, religion, disability or national origin.
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