It’s Important to Keep Records For the Short Term and Long Term

Source:  Sue Badenhop


There are a number of reasons to keep financial records, whether for several years or a lifetime.  It’s especially important to keep records to support your claims on proof of ownership, tax return information, investment transactions, and earnings. 


Maintain records of sales transactions charged to your credit cards to help you check monthly statements.  Other reasons to keep transaction records are as proofs of purchase to apply for a rebate and to verify when and where you bought the item should you need to use the warranty.  Once you verify the credit card charges, your monthly bill becomes your purchase record, so you can toss individual transaction receipts.


Individuals should retain tax returns and supporting information for at least three years and preferably longer, depending on the situation.


The Internal Revenue Service has three years to audit federal income tax returns.  However, this time frame doesn’t apply to unusual cases.  If your gross income was 25 percent more than reported on your return, the IRS has six years to collect the tax or start legal proceedings.  It will be necessary to keep older income tax returns if you’ve been audited and are resolving questions with the IRS.


For more details, consult IRS publication 552 “Recordkeeping for Individuals.”  You can access this publication at the IRS home page, http://www.irs.ustreas.gov.


To help with proof and calculations of capital gains and losses, keep investment transaction records for as long as you own them or need them for tax return verification.   You’ll need data on the amount paid for an investment, how long you held it, and the selling price to determine capital gains and losses for tax purposes. 


Retain checking account records for as long as necessary to prove tax returns.  Keep other cancelled checks to prove the date of purchase for a consumer product that is under warranty. 


Maintain earnings records for your lifetime.  This is especially important when you apply for Social Security of employment benefits because there might be a discrepancy between official records and the amount you thought you should receive. Make it a habit to compare previous W-2 forms and wage statements to the annual Social Security statement sent by the Social Security Administration.


It’s also important to indefinitely keep records of major lifetime events including your birth certificate, marriage license, divorce papers and the death certificates of spouses and parents.  Even if you’re now single or divorced, marriage records can help you quality for Social Security benefits.  


For more information, contact your (County Name) Cooperative Extension Service.

Educational programs of the Kentucky Cooperative Extension Service serve all people regardless of race, color, age, sex, religion, disability or national origin.
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