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Record Retention Guidelines

for Individuals and Businesses By: Kevin L. Lynch, CPA

As Cettified Public Accountants, we are often asked how long would we suggest that you maintain

your individual or business records. In order to aid our clients with this issue of record retention, we -

will do a two-part article providing you with guidelines on how long you should retain your records.
We know that prolonged record retention is a costly practice, but premature record: desttuctlon can
lead to the loss of vital mfonnatlon

In this issue we will focus on the guidelines for individnal record retention. The Internal Revenue
Setvice calls for a six-year statute of limitations. The IRS has three years from the date the return is
filed to question ot audit it. However, if the IRS can prove an omission of at least 25% of gross

seven-year petiod fot most items, that providés a one-year cushion beyond the time frame. Itis
mmportant to remember that these are only general guidelines, and certain circumstances such as
pending o potential litigation may require an extension of time for record retention.

TYPE OF
RECORD

Tax Returns
W-2’s

1099’s

Bank Statements
Bank Deposit Slips

Brokerage Statements
(yeat-end)

Cancelled Checks Supporting
Deductions

Charitable Conttibution
Documentation

Credit Card Statements

Dividend Reinvestment
Records

Divotce Documents

RETENTION TYPE OF
PERIOD RECORD
Permanent Estate -Pla.nning
Documents
.. Tyeats Home Purchase
Documents
7 yeats Home Improvement
Receipts & Cancelled
Checks
7 yeats Insurance Policies
7 years Inv‘estment;‘Property ‘
_ Purchase Documents
Ownership Period  Investment Purchase
+ 7 years and Sales
7 yeats IRA Annual Repotts
7 yeats TRA Nondeductible
Contributions
(Form 8606)
7 years Loans
Ownetrship Period ~ Receipts, Diaries,
+ 7 yeats Logs Pertaining to
' Return
Permanent Retitement Plan -
~Antival Statement

RETENTION
PERIOD

Permanent
Ownetship Period
+ 7 yeats

Ownership Period
+ 7 years

Life ofPolicy +3

Ownership Period
+ 7 years

Ownetship Period
+ 7 years

Permanent

Permanent -

Te@ of Loan + 7 yrs :

7 yeats

Permanent

In the next issue of “The Informer”, we will present Part II of the series on record retention
d1scuss1ng how long you should keep business and corporate records. | 2
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Record Retention Guidelines for Individuals and Businesses, Part II
By: Kevin L. Lynch, CPA

In the spting issue of “The Informer”, we discussed the apptoptiate retention periods for individual tecord retention. In
this issue, we will provide you with guidelines on retaining your business and cotporate tecords. Business documents are an
important histoty of your business’ transactions with customers, vendots, creditors, and employees. These records should.
be maintained and available:to resolve questions that may atise in the future. :

Your business records should be easily accessible to authorized petsonnel in your business. Your business tecords should
be maintained in accordance with the general guidelines set forth below. Certain citcumstances such as pending ot poten-
tial litigation may tequite an extension of time for recotd retention. Yout legal counsel should be consulted ptior to dis-
carding documents that may be sub}ect to an extended retention period.

Special requirements may apply to documents or information maintained on computer systems. According to Revenue
Ruling 71-20, magnetic media records “are requited to be retained so long as the contents may become matetial in the ad-
ministration of any internal revenue law.” In general, the holding petiod for magnetic media is the same as the hard-copy
holding period requirements 4

Type of Record . Retention Type of Record "~ Retention
- . Period = - : , Period
Accounts Payable - 7 yeats Board Minutes ' Permanent
Accounts Reéeivable 7 years - " Byiaws - Permanent
Audif Rgports : " Permanent Business Licenses ' Permanent
‘Bank Statements 7 yeats | ' Contracts - Major Permanent
Bank Reconciliations 2 yeai.;s Contracts - Minor : Life + 4 years
Cancelled Checks - Important Pe@ment : | Insurance Policies Life + 3 yeats (check
' : : with agent)

Cancelled Checks - Other - 7 years Leases/Mortgages Permanent
Chart of Accounts Permanent Patent/Trademarks " Permanent

- Depreciation Schedules ?ennanent o Shateholder Records Permanent
Expens e Recotds . Tyeats Stock Registets Pc@ment
Financial Statéments (Annual) ~ Petmanent Stock Transactios Permanent
Fixe_d Asset Purchases Pennahenf Benefit Plans : Permanent
General Ledger : Permanent Efnployee Files (Ex-Employees) 7 years (3 yeais)
Inventoty Records 7 yeats Employment App]icaﬁdns 3 years
Loan Payment Schedules 7 yeats Eﬁaployment Taxes | 7 years
Putchase Orders (1 Copy) 7 years - . | Payroll Records 7 years
Sales Records 7 yeats Pension/Profit Shating Plans Petmanent

Tax Returns Permanent Cotrespondence - Legal Permanent



