What to Keep & What to Toss

From time to time, it is a good idea to review your financial record-keeping method and refine it.  Chances are good that it’s time to purge some of your old records.

But the question is, what should you keep and what should you throw out?

Tax Returns

· Many people hang onto financial records out of fear that the IRS will need it for an audit.  Conventional wisdom has it that the statute of limitations on an audit is seven years; however, that is just a myth.

· You only need to hold onto the papers needed to file your taxes for three years (supporting financial information).  That’s how long the average return is open and subjected to an audit.

· Keep in mind, if you file before the April 15 deadline, that three-year period starts on tax day, not the day you filed. 

· For those who have filed an extension, the IRS can look over the information for an additional two years from the payment date.

It’s a good idea to keep all your filed tax returns indefinitely. This should be done just in case the IRS questions whether you filed a return for a specific year. If you have substantially understated your income (more than 25% of your gross income), the IRS has six years to conduct an audit.  

Bills & Statements

· As for bills not related to your taxes, keep the paperwork long enough to know that you have no disputes with the vendor; one year is usually sufficient. 

·  This applies to medical bills as well, although you might want to keep these longer as a way to track your medical history.

Most statements can be reproduced if needed.  Some creditors allow downloading of historical statements from their web sites for free.  Others may charge a small fee for this service.  If you use a software program, such as Quicken, be sure to make regular back-ups of your billing information.

Other Documents

· When it comes to more complicated documents like legal papers or real-estate records, you should plan to keep them indefinitely. 

·  For documents that may be difficult to replace, such as birth certificates or passports, you might consider keeping them in a fireproof box for safe storage (see attached sheet to specify where these documents are kept).

	Document
	How Long to Keep It

	Birth certificate
	Forever

	Social Security card
	Forever

	Income-tax returns
	Forever/six years from filing date

	Tax correspondence
	3 years after resolved

	Income records, W2s, 1099s, sales ledgers
	3 years

	Reports for business reimbursements, charitable contributions
	3 years

	Deeds/titles
	Forever

	Real estate deeds
	As long as you own the property

	Vehicle titles
	Until sale or disposal

	Will
	Until updated

	Divorce papers
	Forever

	Permits
	Forever

	Mortgage and lease information
	3 years after sale

	Investment (brokerage) information—stocks, bonds, mutual funds
	3 years after sale

	Investment records
	6 years after tax deadline for year of sale

	Investment certificates
	Until cashed or sold

	Loan agreements
	Until updated

	Insurance, life
	Forever

	Insurance, car, home, etc.
	Until updated

	Bank statements, deposit slips
	One year/six years

	Canceled checks
	3 years/six years

	Household bills—phone, utilities, cable
	One year

	Household inventory
	Until updated

	Home purchase and improvement records
	As long as you own the property or are rolling over profits from it into new property

	Contracts
	Until updated

	Credit card account numbers
	Until updated

	Receipts for large purchases
	Until sale or discard

	Service contracts and warranties
	Until sale or discard

	Military service records
	Forever
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