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BETWEEN taxes, investments, budgets, and loans, con-
sumers have an enormous amount of information to keep
track of. In fact, since many of these records are in paper
form, keeping copies of them can require a considerable
amount of time, organization, and space.

Not having a system for keeping track of financial papers
may cause you to misplace bills, lose receipts, warranties
and rebate forms as well waste time looking for needed
documents. In addition to wasted time and increased stress,
this may lead to late or missed payments that cost money
due to late fees and interest. Delayed payments may lower
your credit score which in turn may raise the interest rate
on loans and credit cards.

There are many relevant questions regarding this topic.
How long should you hold on to financial records? One
year? Three years? Seven years? Does the type of financial
record matter? Is there a difference for everyday receipts,
paystubs, banks records, bills, and homeownership papers?
Organizing your financial life can be very confusing,
especially if you do not know what to throw away, what to
keep, and how long to keep it. This publication will address
the following questions. What records to keep and why?
How long do we keep them for? Where should we keep
them?

Financial Documents
Tax Records

In general, tax records, including returns, relevant canceled
checks or receipts, and records of deduction taken, should
be kept for approximately 3 to 7 years.

For your tax returns, the IRS has 3 years from the filing
date to audit them. You will want to keep these returns in
case an audit occurs. If you find a mistake on your return,
you also have three years from the filing date to submit an
amended return. This usually would happen if you should
have received a refund on something that you failed to
claim such as alimony payments, charitable contributions,
education expenses, retirement contributions, or mortgage
interest. If the IRS thinks that you underreported your
gross income by at least 25%, it has six years to challenge
your return. If you failed to file a tax return, or if you filed
a fraudulent return, there is no time limit required for the
IRS to seek payment or punishment.

IRA Contributions

If you made a contribution to an IRA that was not tax
deductible, you should keep the records permanently to
prove that you already paid taxes on that money when it
comes time for you to withdraw it. If it was deductible, you
will still want to have this record in case of an audit by the
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IRS or in case you have to communicate with the financial
institution that your IRA is with.

Retirement/Savings Plan Statements

For these accounts, such as 401(k), 403(b), IRAs, or other
savings plans, you should keep the quarterly summaries
until you receive the annual summary. If the quarterly sum-
maries match up to the annual summaries, the quarterly
summaries can be shredded. Annual summaries should be
kept until you retire or close the account.

Brokerage Statements

In order to prove that you have capital gains or losses at

tax time, you will need the purchase or sales slips from
your broker/dealer or mutual fund company(ies). These
statements will be used to determine the cost basis from
which any gain or loss is determined. The timing of these
transactions will also impact the rate at which any gains are
taxed.

Bills and Receipts

Most bills can be held for a year or less. Usually, if the

bill has been paid in full and the money has cleared your
account, you can shred the bill. For large purchases or
purchases that have warrantees, however, receipts should

be kept in a file to prove their value in case of loss, theft, or
damage. These receipts include purchases such as jewelry,
appliances, collectibles, cars, antiques, computers, and other
valuables.

Bank Records

Go through your bank records each year and keep anything
related to taxes, business expenses, home improvements,

or mortgage payments. Anything that is not of long term
importance can be shredded.

Cash/Debit Card/Credit Card Receipts and
Statements

Keep all receipts until you get your monthly account state-
ments. If your statement matches up with your receipts,
the receipts can be shredded. If tax-related expenses are
documented on the receipts, they should be kept for seven
years. Again, for purchases such as jewelry, appliances,
collectibles, cars, antiques, computers, and other valuables,
receipts should be kept in case of loss, theft, or damage.

Paycheck Stubs

Check stubs should be kept until you receive your W-2 at
the end of the year. If the check stubs and the W-2 match

Financial Recordkeeping: Organizing Your Financial Life

up, the stubs can be shredded. If they do not match up, you
should notify your employer and demand a correct W-2,
known as a W-2c.

Names/addresses of financial institutions
and location of savings/check books

In the case of an emergency or disaster, you will want to
have these records in order to access your money.

Homeowner Records

All records that document the purchase price and the cost
of all permanent improvements (i.e. remodeling, additions,
installations) should be kept. You should also keep records
of expenses such as legal fees and real estate agent commis-
sions associated with buying or selling your property for at
least six years.

Any improvements you make to your home, as well as
expenses in selling it, increase your cost basis. This leads to
lower capital gains tax when you sell your home.

Records of outstanding debts/notes/
mortgages and names/addresses of
lenders

In the case of a financial emergency, all of these will be
important. You will want to have the contact information
for your lenders, because it is very important to communi-
cate with them throughout any time where you may not be
able to pay your debts. They are much more likely to work
with you BEFORE you get behind on your payments than
after.

When you pay oft a debt, you should always save a record
of this; especially if it has been sent to collections at some
point. These debts can be re-packaged, they can be re-sold,
and they could re-appear on your credit history. If they
re-appear you would need to be disputed with the credit
bureau or another collection agency that has purchased
these already-paid debts.

Personal Documents

The following personal documents should be kept safe
and secure permanently and at all times. In the case of
disaster, emergency, or identity theft, these will be of vital
importance.



Certificates of Birth, Death, Marriage, or
Divorce

These documents are very important and should be kept
safe at all times. If all else is lost, these documents, as well
as social security papers and picture ID, will be needed to
establish your identity and regain access to your financial
accounts. Should any of these be lost, contact your ap-
propriate community location (usually the courthouse) for
replacements.

Social Security Papers

These are the primary documentation of your citizenship

in the United States of America. It is vital that these be kept
safe. Should you lose your Social Security card, contact your
local Social Security office immediately for a replacement.

Passports

All current, valid passports should be kept safe in order to
establish your identity when international travel is required.
If you decide to dispose of expired passports, make sure to
do so appropriately by shredding them or cutting them up
before throwing them away.

Names/addresses/phone numbers of
financial/business/personal/legal advisors

In the case of a financial emergency, all of these will be
important. You should keep the contact information for any
advisors that you have in a safe place so that you can get in
touch with them in the case of an emergency.

Copies of critical letters, letters of
appointment or resignation, legal
notifications

These documents should be kept as proof of appointment,
resignation, or notification just in case they need to be used
for legal matters in the future.

Table 1 summarizes how long to keep certain records and
recommended places for storing them. Note that when
you dispose of any of these records, you should shred
these documents. Most of these contain information that
someone could use to steal your identity. Thus, you should
take care when disposing of them.
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