DEVELOP A FAMILY FINANCIAL PLAN TO EARN

THE MOST BENEFIT FROM YOUR TAX REFUND

Source: Sue Badenhop

If you have a tax refund coming this year, consider using this extra money as a one-time sum to begin putting your family finances in order.

Look at your family(s financial situation and evaluate the debts, especially those with the highest interest rates.

One way to put your family finances is order is to pay off credit card balances or loans that charge a high interest rate.  If you receive a substantial tax refund, you might be able to pay off several high-interest debts with relatively low balances. 

This will give you a good start to pay off all credit card accounts, keeping only one national credit card for emergencies. Once you have paid off each card, write the company to close your account. Be sure to destroy credit cards on the closed accounts.

Review your withholding statement to determine if your refund is due to unusual deductions on this year(s tax return, or is a result of excess withholding. If it(s the latter, consider  having less money withheld. You could use the extra to reduce high-interest debt or put it in an interest-bearing account.

By investing the refund in a savings account or a money market fund, you(ll have money for unexpected expenses. It(s a good idea to have emergency savings equal to six months of family income. Investing the refund can make your family more financially secure by providing an adequate emergency fund.

Another way to effectively use your income tax refund is to make a major purchase or do home repairs that you(ve been putting off until you have the money.  These are opportunities to put your tax refund to an important use.

Look at your family(s overall spending patterns and have a  meeting to discuss the financial situation and set goals. Develop a written spending plan making expenses equal to, or less, than income. Discipline spending so you can pay cash for purchases, or pay the credit card balance before the grace period ends.

Family members also should realize the need for long-term financial goals such as buying a home, paying for college and saving for retirement. This will help young members learn that there are realistic limits on what you can afford. Eventually your family will move ahead financially.

Contact your (COUNTY NAME) for more information.
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