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SHOULD YOU USE YOUR TAX REFUND TO PAY OFF DEBT?

For many Americans, a tax refund represents the largest lump-sum payment they will receive all year. While it can be
tempting to spend that money on a vacation, home improvement project, or major purchase, using some or all of your
refund to reduce debt may provide long-term financial benefits.

Start with High-Interest Debt - If you carry balances on credit cards,
personal loans, or other high-interest accounts, paying down those debts can
save you hundreds—or even thousands—of dollars in future interest charges.
Reducing revolving credit card balances may also improve your credit
utilization ratio, which can have a positive impact on your credit score.

Prioritize Debts Carefully - Not all debts are equal. Consider focusing on:
Credit cards with the highest interest rates.

Past-due accounts that could result in collection activity.

Debts that may negatively affect your credit report.

Accounts that are accruing fees or penalties.

Before making payments, make sure you understand whether the debt is valid

and whether it is still legally collectible.
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Be Cautious with Collection Accounts - Many consumers are contacted by debt collectors regarding old
debts. Before using your tax refund to pay a collection account, ask for written validation of the debt and
confirm that the information being reported is accurate. In some situations, making a payment on an old debt
may have legal consequences, including restarting certain timelines under state law. It is often wise to
understand your rights before sending money to a collector.

Don't Forget Emergency Savings - While paying down debt is important, financial experts often recommend
maintaining some emergency savings. Unexpected expenses such as vehicle repairs, medical bills, or home
maintenance can quickly lead to new debt if you do not have a financial cushion.

Consider balancing debt repayment with setting aside funds for emergencies.

Watch Out for Tax Refund Scams - Scammers frequently target taxpayers by posing as the IRS, state tax
agencies, or financial institutions. Remember:

e The IRS generally initiates contact through mail, not phone calls, emails, or text messages.

e Be cautious of unsolicited requests for personal information.

e Never click suspicious links claiming there is an issue with your refund.

Know Your Rights - If you are struggling with debt, facing collection activity, or believe inaccurate
information is appearing on your credit report, you may have rights under federal and state consumer
protection laws. Debt collectors must follow strict rules, and consumers have protections against harassment,
false representations, and unfair collection practices.

At Ginsburg Law Group, we help consumers understand their rights when dealing with debt collectors, credit

reporting issues, and other consumer finance matters. If you have questions about a debt or collection
account, contact us to discuss your legal options.
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