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Financial planning: Received
your Income Tax Refund? Here is
how to make the most of it

NEW DEIHI, (Agency).
July is when most salaried
individuals file their Income
Tax Returns (ITRs). The last

date for filing ITR for
individuals who don't need
an audit is 3list July 2026.
Self-employed individuals
usually  receive their
payments after a TDS of 10%
has been deducted. At the
time of filing ITR, they can
claim any excess TDS, after
adjusting for any tax
payable, as a refund. Over
the years, the Income Tax
Department has upgraded
its systems to enable faster
processing of ITRs and issue
of refunds. Have you already
received your income tax
refund? If yes, or are awaiting
it, this article will show you
how to make the most of
the income tax refund.

Making the most of the
income tax refund for
financial planning

Some individuals treat
the income tax refund as a
bonus. They usually splurge
it on the latest gadget/
consumer durable, or plan a
vacation or spend it
somewhere else. These
individuals need to
understand that the income
tax refund is their own hard-

returned to them, and that
they must use it judiciously.

Spending the income tax
refund of the above-
mentioned things can give
instant gratification. But
when used judiciously, it can
help you in your financial
planning journey and in
achieving your financial
goals faster. You can choose
the middle path by using a
smaller portion of the
income tax refund to
purchase an item from your
wish list and a larger portion
for improving your personal
finances.

You can use the income
tax refund to improve your
personal finances in the
following ways.

1. Repay high-cost debt

Do you have any high-
cost debt, such as credit
card outstanding or
personal loan(s)? If yes, use
the income tax refund to
repay it. Credit cards usually
charge an interest rate of
3.0% to 3.5% per month on
the outstanding balance
carried forward. It translates
into an interest rate of 36%
to 42% per annum, making
credit cards one of the most
expensive forms of credit. If

“Mrmww -y
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earned money being someone has credit card

dues as well as a personal
loan, the income tax refund
may be used to clear the
credit card dues first, and
the remaining amount, if
any, may be used for
personal loan prepayment.
Repayment of high-cost
debt helps free up cash flow
that can then be used for
investing towards financial
goals.

2. Build or boost your exist-
ing emergency fund

If you don't have any credit
card outstanding or a
personal loan, you can use
the income tax refund for
your emergency fund. An
emergency fund comes in
handy during events like
hospitalisation or other
medical emergencies, job
loss, salary delays, salary
cuts, etc. An emergency fund
must have sufficient balance
for 3 to 6 months of expenses.
If you still don't have an
emergency fund, you can
use the income tax refund to
build and maintain  an
emergency fund. If you
already have an emergency
fund, check whether the
amount is adequate. If not,
use the income tax refund to
boost your emergency fund.
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