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Tax Refund or Tax Bill? Make the Most of It!

Tax season brings either a welcome refund or an
unexpected bill. Whether you're anticipating a refund or
preparing to pay taxes owed, having a solid plan in place
can help you make the most of your financial situation.
Whether you’re receiving a refund or need to pay, here are
strategies to ensure you handle your tax outcome wisely.

Planning for a Tax Refund

Ataxrefund is essentially money you’ve overpaid to the government throughout the year. If you expect to
receive a tax refund, it’s important to be strategic with how you plan to use it to improve your financial
health. Here are some of the best uses for your refund:

1. Pay Down Debt: High-interest debt, such as credit cards or personal loans, can be a financial
burden. Using your tax refund to pay off or reduce debt can save you money in interest payments.

2. Build Your Emergency Fund: Aim for three to six months’ worth of expenses in an easily
accessible savings account for those unexpected situations. If your emergency fund is lacking,
allocate a portion of your refund to strengthen your financial safety net.

3. Investin Your Future: Consider contributing to a retirement account, such as an IRA or 401(k), or
investing in education through a 529 plan or professional development courses.

4. Make a Necessary Purchase: If you’ve been delaying essential purchases, such as home repairs
or vehicle maintenance, your tax refund can help cover these costs without relying on credit.

5. Give Back: Donating a portion of your refund to charity not only supports causes you care about
but may also provide tax benefits for the following year.

Preparing to Pay Taxes Owed

Finding out you owe money can be stressful, but it’s manageable with the right approach. If you owe
taxes, proactive planning can help reduce stress and ensure you meet your obligations without financial
strain. Here’s how to approach it:

1. Pay Amount Owed by the Deadline: If you have the funds available, pay your balance in full to
avoid accruing interest and penalties.
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Review Payment Options: If you can’t pay the fullamount upfront, the IRS offers payment plans
that allow you to pay over time. This will include interest and have penalties if payments are not
made on time.

Adjust Withholding or Estimated Payments: If you consistently owe taxes, you may need to
adjust your W-4 with your employer to have more tax withheld from your paycheck. Self-employed
individuals should review and adjust their estimated tax payments to avoid underpayment
penalties. If you are unsure of the adjustment, reach out to your financial professional for advice.

Utilize a Savings Strategy: Set aside money throughout the year in a dedicated savings account
for tax payments. Automating contributions can make this process easier in the long run.

Explore Tax Credits and Deductions: If you find yourself owing a significant amount, review
available deductions and credits to ensure you’re not overpaying. Consulting a tax professional
can help identify potential tax-saving opportunities.

Whether you’re expecting a refund or facing a tax bill, planning ahead is key to financial stability. Use
your refund wisely to enhance your financial well-being, and take proactive steps to manage any taxes
owed efficiently. By staying informed and making adjustments as needed, you can navigate tax season

with confidence and control over your finances.

Find Other Helpful Topics

Securities offered through Avantax Investment Services®™, Member FINRA, SIPC.
Investment advisory services offered through Avantax Advisory Services™.
Insurance services offered through an Avantax affiliated insurance agency.
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